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EXECUTIVE SUMMARY

This report presents Booz Allen Hamilton Inc.’s (Booz Allen) assessment of the Summative
Year (i.e., Year Five) of the Department of Commerce Personnel Management
Demonstration Project. This Executive Summary provides a summary of the purpose of the
Demonstration Project, the status of the personnel innovations after five years, and
recommendations for future actions.

ES.1. The Department of Commerce has completed the initial five-year
Demonstration Project, designed to test and evaluate a series of
alternative personnel practices and to determine the generalizability of
these interventions to other organizations.

The Department of Commerce (DoC) initiated a Personnel Management Demonstration
Project (hereafter referred to as the Demonstration Project) in March 1998 as a means of
testing and evaluating a series of personnel interventions. It was scheduled to last for five
years (March 2003)1. This effort was undertaken to determine whether alternative personnel
practices are more successful in helping to achieve agency goals than traditional personnel
practices. Based on the success of these interventions during the five-year Demonstration
Project, it will be determined whether any or al of the interventions can be beneficially
implemented el sewhere within DoC as well as government-wide.

The Demonstration Project was designed to apply some of the human resource interventions
from an earlier DoC Demonstration Project at the National Institute of Standards and
Technology (NIST). The NIST Project achieved highly successful results and, at its
conclusion, the interventions were made permanent. The current project seeks to build on the
success of the NIST Project and determine whether or not these interventions can be
successfully implemented within DoC to awider range of occupational areas and within
organizations with different missions.

ES.1.1. The general objectives of this Demonstration Project emphasize the development
of a higher performing workforce, as well as greater efficiency and flexibility of
personnel processes.

This Demonstration Project is designed to foster improved organizational and individual
performance. Thisisto be done by recognizing high quality performance and recruiting and
retaining high performers. The stated project objectives are:

1 The Demonstration Project has since been extended for an additional five years.

Summative Year Technical Report ES-1
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e Increased quality of new hires

e Improved fit between position requirements and individual qualifications
o Greater likelihood of getting a highly qualified candidate

e Increased recruitment and retention of high performing employees

e Improved individual and/or organizational performance

e More effective human resources management

e More efficient human resources management

e Increased delegation of authority and accountability to managers

e Better human resources systems to facilitate organizational mission and
excellence

e Continued support for goals in recruiting, rewarding, and retaining minorities,
women, and veterans

e Continued provision of opportunities for adiverse work force

e Maximization of the contributions of all employees.

ES.1.2. As the evaluators of the Demonstration Project, Booz Allen conducted the Year
Five evaluation to determine the impact of the interventions in Year Five and over
the five-year period.

The Office of Personnel Management (OPM) clearly defines processes for evaluating
Demonstration Projects. Following OPM guidelines, evaluators submit formal assessment
reports at specified time intervals over the course of a Demonstration Project. Asthe
evaluator of the DoC's Demonstration Project, Booz Allen Hamilton Inc. (Booz Allen)
submitted an Implementation Y ear Report and Operational Y ear Report that assessed the
implementation and operation of the Demonstration Project during Y ear One and Y ear
Three, respectively. In addition, Booz Allen submitted reportsin Year Two and Y ear Four
that were designed to serve as mid-course checks.

Multiple data collection methods were used to gather the information needed for Booz

Allen’ s assessment of the effectiveness of the Demonstration Project interventions. These
methods included interviews with key program staff and managers, focus groups, a survey, a
review of objective data obtained from the National Finance Center (NFC) Payroll/ Personnel
System and the Demonstration Project’ s Performance Payout System (PPS), areview of
human resources (HR) summary data, site historian logs, and cost data.

The purpose of the Y ear Five evaluation was to assess the Demonstration Project’ s fifth year
of operation, March 2002 to March 2003 and to consider the impact of the interventions over
the five-year period. Table ES-1 shows the OPM research gquestions and answers based on
the data collected during Y ear Five.

ES-2 Summative Year Technical Report
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Table ES-1. Answers to OPM Research Questions

OPM Research

Where To Locate

; Answers Additional
Questions .
Information
. Did the project Over its five years, the Demonstration Project met its Introduction

accomplish the
intended purpose
and goals? If not,
why not?

purpose and goals. Many of the interventions showed
evidence of success, if not initially, further into the life of
the Demonstration Project.

For example, some success has been shown in the ability
to link pay and performance, to retain high performers, to
turn over low performers, and to use more flexible entry
salaries to attract candidates.

Chapter 4 — Findings
and Conclusions

. Was the project
implemented and
operated
appropriately and
accurately?

The Demonstration Project was implemented and operated
appropriately, as evidenced by its success over the five-
year timeframe. Sufficient leadership and oversight by the
Boards and project team to lead and operate the
Demonstration Project on a regular basis. In addition,
technological and other resources were dedicated to the
Demonstration Project.

Chapter 4 — Findings
and Conclusions

. What was the cost of
the project?

The primary costs associated with the Demonstration
Project are implementation, evaluation, administration, and
operational costs, with implementation costs representing
the largest segment. Our cost analysis produced an
overall cost of just under $5M over the course of the five
years.

Chapter 5 — Cost
Analysis

. What was the impact
on veterans and
other EEO groups?

Across all five years of the Demonstration Project,
objective and subjective data indicate that the
Demonstration Project has not had a negative impact
based on race, gender, or veteran status.

Survey and focus group findings provide employee
opinions that the Demonstration Project interventions have
not impacted how these groups are treated, compensated,
recruited, or retained.

Obijective data also provide evidence that the pay-for-
performance system did not reward participants differently
based on race, gender, or veteran status; rather, increases
appear to be linked to performance scores.

Section 4.11 —
Findings on the
Interventions and
Race, Gender, and
Veteran Status

Appendix D-1 —
Analyses of the
Linkage between Pay
and Performance

. Were Merit Systems
Principles adhered to
and Prohibited
Personnel Practices
avoided?

Survey and focus group results indicate that there have
been no changes in either adherence to Merit System
Principles or avoidance of Prohibited Personnel Practices
with the implementation of the Demonstration Project.

Section 4.10 —
Findings on the Merit
System Principles and
Prohibited Personnel
Practices
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OPM Research Where To Locate

X Answers Additional
Questions .
Information
6. Can the project or Based on the findings over the five years, it appears that Chapter 4 — Findings

portions thereof be the Demonstration Project has had successes that may and Conclusions

generalized to other | have broader potential and appeal elsewhere in DoC or in

agencies or the Federal Government. Although it took several years

government-wide? (which is typical for this type of organizational change),

Demonstration Project favorability ratings are up to levels
comparable to other Demonstration Projects. DoC’s
decision to extend and expand the Demonstration Project
clearly demonstrates the vision that these interventions can
be effective in different contexts. One indication that it is
reasonable to test these interventions more broadly is that
the interventions were effective across career paths and
across participating organizations during the initial five
years.

One relevant issue to applying the interventions elsewhere,
however, is that some of the interventions were no longer
unique by the end of the five years. In a sense, these
interventions (e.g., recruitment payments, retention
payments) were already generalized elsewhere. Future
decisions about what could be applied elsewhere should
clearly be made with consideration for the unique benefits
the intervention may bring beyond that which is already
offered under the traditional system.

ES.2. At the conclusion of the five years, evidence exists that a number of the
interventions are having the desired effects.

Results of the Y ear Five assessment show success with a number of the interventions, such as
pay-for-performance, flexible entry salaries, and more flexible pay increase upon promotion.
The findings also identified some interventions that could benefit from design revisions (e.g.,
supervisory performance pay) and/or better data tracking (e.g., three-year probationary

period for scientists and engineers) in order to more fully assess their impact on
Demonstration Group participants.

ES.2.1. Survey results continue to show that the Demonstration Project has not had a
negative impact on employee satisfaction and satisfaction with the Demonstration
Project itself has improved over time.

Over time, an increasing percentage of the Demonstration Group participants felt favorably
about the Demonstration Project, with 57 percent currently favorable. This57 percent
favorability level is on track for achieving a Demonstration Project favorability benchmark
set by previous Demonstration Projects, such as China Lake and NIST, which tended to
achieve (and level out at) favorability ratings of 66-70 percent after five or Six years.
Supervisors continue to be somewhat more favorable than are non-supervisors. Not
surprisingly, the Comparison Group participants favorability ratings have not reached the
same levels, though an increasing percentage of participants gained a favorable perception
over time.
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ES.2.2. Demonstration Group participants continue to view greater potential for career
progression than do the Comparison Group participants.

For Demonstration Group participants in the Demonstration Project, comparable occupations
that could be treated similarly for classification, pay, and other purposes were aggregated
into career paths. The change to career paths, along with broadbands and Departmental
broadband standards, were expected to simplify, speed up, and improve the quality of
classification.

While survey data continue to suggest that Demonstration Group participants feel more
positively about their potential for career progression under the Demonstration Project, focus
group data indicate employee concerns still remain about career pathing and itsimpact on
career progression.

ES.2.3. The new web-based Automated Classification System has impacted perceptions
about classification procedures.

Under the Demonstration Project, DoC delegated classification authority down to the line
managers, giving them the authority to classify positions. Delegated classification authority,
initself, seemsto be effective in allowing managers greater involvement in the classification
process. However, concerns have been raised about the new web-based Automated
Classification System (known as ACS), which may be affecting supervisory employees
general perceptions about having responsibility for certain classification procedures.

ES.2.4. Understanding and acceptance of the new performance appraisal system has
improved over time.

As part of the Demonstration Project, DoC implemented a new performance appraisal
system. Initially, Demonstration Group participants seemed to struggle with understanding
and accepting the new process. In Y ear Three, data suggested that Demonstration Group
participants became more educated about how the new performance appraisal system worked
and became more accepting of it. InYear Five, data suggest that Demonstration Group
participants continue to grow more comfortable with the performance appraisal process and
system and its employment. Although progress continues to be made with the new system,
data suggest that there are still opportunities for improvement, particularly in the area of
performance-based feedback.

ES.2.5. The pay for performance system continues to exhibit a positive link between pay
and performance.

A series of interventions were implemented during the Demonstration Project to improve the
relationship between high performance and financial reward. These interventions include
performance-based pay increases, performance bonuses, more flexible pay increases upon
promotion, and supervisory performance pay. Y ear Five analyses highlight the following:
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o Demonstration Group participants received larger average performance-based pay
increases than did Comparison Group participants (2.75 percent of salary? versus 1.52
percent of salary)

o Consistent with Y ear Four, among Demonstration Group participants, those in the
ZAS3 career path received the highest average performance-based pay increases and
those in the ZS career path received the lowest

o Demonstration Group participants received smaller performance-based
bonuses/awards than did Comparison Group participants (1.77 percent versus 2.01
percent); however, if the analyses also take into account non performance-driven
awards for the Demonstration Group (since they are counted in the Comparison
Group), the Demonstration Group’s average is 2.22 percent (higher than the
Comparison’s Group 2.01 percent)

e Average performance scores steadily increased from 82.0 in Year Oneto 86.5in Year
Five

e InYear Five, aregression analysis shows that performance score has a stronger
impact on pay than many other factors (including pay band, interval, promotion,
supervisory status, length of service, race, gender, veteran status, and age)

o Theflexible pay upon promotion intervention continues to be successful

e Asinprevious years, the supervisory performance pay intervention continued to
reward supervisors who had reached the top of their pay bands though not necessarily
the highest performing supervisors.

Figure ES-1 displays trends for average performance-based pay increases over Y ears One
through Five of the Demonstration Project. This figure shows that Demonstration Group
participants have consistently received higher average increases than the Comparison Group
participants. Figure ES-2 displays trends for average bonuses/awards over Y ears One
through Five of the Demonstration Project. This figure shows that Demonstration Group
participants have consistently received similarly sized average bonuses over the years. To
note, in Y ear Five, the bonus/award analysis was performed twice: 1) we first performed the
anaysis asit has been performed in Y ears One-Four, so asto maintain consistency, have
comparable trend data, and be as true as possible to the concept of performance-driven
bonuses/awards (i.e., not including them in the Demonstration Group calculations); and 2)
we then analyzed the bonus data for the Demonstration Group again, taking into account
“Special Act” awards and Other Awards. This analysis presents the overall picture of the
bonuses/awards received by Demonstration Group participants and allows inclusion of
“Specia Act” awards and Other Awards, given that these are being accounted for in the
Comparison Group calculation. Both of these data points are represented in Figure ES-2.

2 Unless stated otherwi se, referencesin this document to “ percent of salary” or “ pay increase percentage’ pertain to
performance-based pay increases from the beginning to the end of Year Five; this concept is not intended to be
synonymous with the “ percent of percent” concept often discussed in the context of the Demonstration Project.

3 Under the Demonstration Project, Demonstration Group occupations are grouped into four broad career paths: ZP —
Scientific and Engineering, ZT — Scientific and Engineering Technician, ZA —Administrative, and ZS— Support.
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Figure ES-1. Trend Analysis of Average Percent Salary Increases
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Note: The Comparison Group Year Two data point was revised in Year Threeto reflect a correction in
the formula used to calculate average percent salary increase.

Figure ES-2. Trend Analysis of Average Bonus/Award Percentages
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Note: In Year Five, the analysis of bonus/award data was addressed in two separate ways for the
Demonstration Group. The original analysis was based solely on performance-based bonuses, consistent
with previous years. The expanded analysis was based on all bonuses/awar ds received by Demonstration
Group participants and allows inclusion of “ Special Act” awards and Other Awards, given that these were
accounted for in the Comparison Group calculation.

E.S.2.6. The three-year probationary period for scientists and engineers continues to be
used but assessing its utility remains difficult.

The three-year probationary period for scientists and engineers intervention was designed to
allow supervisors the ability to make permanent hiring decisions for research and
development (R& D) positions based on employees’ demonstrated capabilities in the full
R&D cycle. Thisintervention provides these supervisors with the ability to terminate poor
performing employees any time during the three-year period rather than being limited to the
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typical one-year probationary period. InYear Five, employees were both hired under and
released from the three-year probationary period. However, whether this movement of
individuals out of the probationary period represents positive implementation of the
intervention (by virtue of making appropriate decisions for those under probation) or under-
use of the intervention is unclear due to limitations in the analyses that can be performed
given the way that probation-related data are tracked.

E.S.2.7. While many of the recruitment and staffing interventions under the Demonstration
Project are no longer unique, those that are have been beneficial.

The recruitment and staffing interventions are intended to attract high quality candidates and
speed up the recruiting and examining process. In Y ear Five, evaluation of some of these
interventions showed stability or progress:

e Hired 223 new hires

e Used awider range of starting salaries than the Comparison Group

o Took advantage of greater flexibility to re-negotiate starting salaries
» Expedited the classification process.

Given the limitations on assessing the quality of applicants, anew analysis was performed in
Y ear Five to, as a proxy, examine whether new hires to the Demonstration Project
outperform those who were hired prior to the Demonstration Project’ sinitiation. The results
of this analysis showed that the average performance score for new hires across the five years
of the Demonstration Project was 87.1, which was dightly higher than the average
performance score for Y ear Five, minus these individuals, of 86.4. Thisdifferenceis dlight
but in the desired direction and is worthy of being tracked in the future.

E.S.2.8. Many of the retention interventions are having the desired effect as employee
motivators; two exceptions are retention payments and supervisory performance

pay.

The series of retention interventions are designed to provide managers with tools to motivate
and retain high performing employees. It appears that many of the interventions are having
the desired effect. Objective data analyses show that turnover is greater among lower
performers and that managers are taking advantage of being able to offer flexible pay
increases upon promotion. Subjective data analyses show that Demonstration Group
participants perceive that the interventions have been motivating and improved retention
efforts. There are only two areas that have been less successful. Oneis retention payments,
which have not been used but which are also no longer a unique option under the
Demonstration Project. The other is supervisory performance pay, which has not proven to
be aretention tool for supervisors.
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ES.2.9. The impact of the Demonstration Project on organizational performance is difficult
to parse out.

Given the challenges of measuring organizational performance in a Demonstration Project
that includes only parts of organizations, proxies were identified to serve asindirect measures
of the Demonstration Project’s organizational performance. Examination of these proxy
measures (i.e., individual performance levels, perceived quality of the workforce) suggests
that there have not yet been clear indicators of enhanced organizational performance.

ES.2.10. The Demonstration Project’s interventions have not impacted DoC’s adherence to
the Merit System Principles or avoidance of the Prohibited Personnel Practices.

Implementing the Demonstration Project’ s personnel interventions has not impacted the
organization’s adherence to the nine Merit System Principles and avoidance of the 12
Prohibited Personnel Practices. Booz Allen’sfindingsin Y ear Five provide additional
support that the administration of the Demonstration Project continuesto be in line with these
personnel guidelines.

E.S.2.11. The Demonstration Project interventions continue to reflect a system in which
there is no evidence of unfair treatment based on race, gender, or veteran status.

Consistent with previous years, analyses suggest that the Demonstration Project has not been
detrimental to the recruitment, compensation, or retention of minorities, women, or veterans.

In Y ear Five, the proportion of minority, women, and veteran new hires to the Demonstration
Group was nearly consistent with their representation in the employee population overall.

As occurred in previous years, data al so suggest that the pay-for-performance system did not
reward participants differently based on race, gender, or veteran status in terms of average
performance increases or bonuses. Rather, differencesin performance-based pay increases
and bonuses between groups (e.g., males and femal es) appear to be linked to performance
Scores.

In Y ear Five, turnover rates in the Demonstration Group were the same for minority and non-
minority employees, among high performers, there was lower turnover among minorities,
which may indicate that the Demonstration Project is having some success in retaining high
performing minority participants.

ES.3. Recommendations are offered to help focus the Demonstration Project
as it moves into the extension and expansion phase.

The Y ear Five findings suggest that the Demonstration Project is operating effectively and
has experienced success with a number of the interventions such as the ability to link pay and
performance, retention of high performers, turnover of low performers, and use of more
flexible entry salariesto attract candidates. A series of recommendations are offered to focus
DoC on areas that need more attention as it moves into the extension and expansion phase.
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E.S.3.1. DoC should monitor users’ experiences with the web-based Automated
Classification System.

The web-based Automated Classification System experienced some challenges during its
implementation, which was reflected in survey and focus group responses. Whilethisisto
be expected with any new IT system, DoC should closely monitor users experiences and
perceptions to track whether issues persist and to continue to be timely in responding to
systemissues. Thisis particularly important given that perceptions about the I T system can
cloud managers' perceptions about the intervention overall and potentially lose the benefits
of delegated classification authority. Asdesigned, delegated classification authority offers
managers more control over classifying the work they supervise, which can lead to more
appropriate hires, and is therefore an important component of the Demonstration Project.

E.S.3.2. Formal efforts should be undertaken to address the issue of performance-based
feedback.

One surprising finding when looking over the five years of the Demonstration Project was
that there was virtually no change in employees’ perceptions about the amount of
performance-based feedback that they receive. Thisis surprising given that the
Demonstration Project instituted a new performance appraisal system, which presumably
would put greater emphasis on performance eval uations and regular supervisor-employee
interactions.

It isfeasible that low levels of performance-based feedback perceived by employees are due
to discomfort or lack of knowledge on supervisors' parts about how to give feedback. A
remedy for thisisto build and deliver atraining program, self-learning CD ROM, or other
delivery mechanism on techniques for giving feedback. Thistype of program could be either
an off-the-shelf or customized product; either way it should be very practicaly oriented so
that supervisors feel they have the tools and skillsto perform this important activity. In
addition, employees should be educated that the onusis also on them to seek out feedback —
that both supervisors and employees play arolein the feedback process.

E.S.3.3. DoC should re-conceptualize the supervisory performance pay intervention.

Based on the original objectives of the Demonstration Project, the supervisory performance
pay intervention was expected to motivate supervisors to higher levels of performance and
impact their retention. However, as designed, it is enacted for those supervisors who have
reached the top of their pay bands, rather than as areward for high performing supervisors.
Therefore, it is not necessarily effective as amotivationa tool.

DoC should consider alternative ways of structuring an intervention to motivate supervisory
performance. The first step should be to go back to the basics to reevaluate what the
objective should be. It may be to reward supervisors for effectively performing their
supervisory responsibilities (beyond their technical responsibilities) and/or a means for
rewarding supervisors for sustained high-quality performance. The criteriafor earning
supervisory performance pay should be clearly communicated so that it can serve asan
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ultimate goa to attract high-performing employees with supervisory potential to join the
supervisory ranks. Thistype of intervention will be particularly important given the
projected losses (governmentwide) of leaders as the federal workforce ages. Creative
incentives and retention tools may help to prolong the employment of high performing
supervisors, thus benefiting the organization, as well asto build the next generation of
leaders.

E.S.3.4. Consider whether to continue the three-year probationary period for scientists
and engineers intervention and, if so, develop better data tracking methods.

The three-year probationary period for scientists and engineers intervention was designed to
enable supervisors to make permanent hiring decisions for research and development (R&D)
positions based on employees demonstrated capabilitiesin the full R&D cycle. This
intervention provides these supervisors with the ability to terminate poor performing
employees any time during the three-year period rather than being limited to the typical one-
year probationary period.

Given that thisintervention is limited to certain employees and given the rate of hiring over
the past five years, this intervention has only been applied to a small number of employees
(ranging from 8 to 22 new hires each year). The current data tracking methods also make it
difficult to determine the utility of thisintervention. For example, current data tracking
methods document the number of new hires under the probationary period and the number of
departures but good data do not exist, for example, on how many employees stay under
probation for one, two, or three years and why decisions were made to release them. DoC
should determine whether this intervention is worthy of continuing and, if so, develop aplan
for tracking what and why decisions are made about employees under the probationary
period so that its effectiveness can be better assessed.

E.S.3.5. Establish a methodology for assessing the quality of new hires.

In preparation for the Demonstration Project’ s additional five years, arenewed effort should
be made to establish a methodology for assessing the quality of new hires so that the
Demonstration Project can better determineif it has met the objective to improve the quality
of new hires. It is particularly challenging to identify and enact perfect measures, given that
quality can be defined in numerous ways. DoC should invest time in researching potential
criteria, making decisions on data to be collected, and imposing methods to track the data.
By doing so, it will be possible to determine which recruitment strategies are most successful
in drawing the best and the brightest to the organization. Furthermore, it will permit tracking
whether an influx of high-performing new hires, combined with turnover of low performers,
helps to improve aggregate organizational performance. It isour understanding that efforts
are underway to address thisissue, and that this issue will receive increased attention as the
Demonstration Project moves into the next five years.
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E.S.3.6. Continue with plans to perform analyses at a finer level of detail so as to discern
the impact of subsets of the organization.

The first five years of the Demonstration Project have shown some clear successes for some
of the interventions. Moving into the next five years, DoC should continue with its plans to
explore whether different subgroups within the Demonstration Project (e.g., different career
paths, different EEO groups) have different experiences and the potential root causes for
these differences. By doing so, afiner level of analysis and more comprehensive results will
be able to inform the generalizability of the interventions el sewhere within DoC or the
government.

E.S.3.7. DoC should strive to make the most out of the extension and expansion of the
Demonstration Project.

At the time this report was written, the decision had already been made to extend the
Demonstration Project for an additional five years. Based on our Y ear Five evaluation, as
well as our analysis of progress over theinitia five years of the Demonstration Project, we
believe that extending the Demonstration Project is awise decision. While the success of
different interventions has varied, there has been reasonable success overall to suggest that it
would be beneficia to continue with these personnel practices aswell asto apply these
practices to additional groups. The extension and expansion will have a number of benefits
from an evaluation perspective, such as being able to 1) evaluate the long-term efforts of
interventions, 2) place greater emphasis on certain interventions that are particularly
important or require more attention, and 3) perform more detailed analyses to get a more
comprehensive picture of how these interventions can benefit varied subsets within the
organization.

DoC has been successful in implementing and operating the Personnel Management
Demonstration Project. Evidence exists that a number of the interventions have achieved the
desired results and could therefore be considered for implementation el sewhere within DoC
or government-wide.

The full report provides more detailed information about the Demonstration Project and the
results of the summative year.
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1. INTRODUCTION

This chapter presents a brief background on the Department of Commerce’s (DoC) Personnel
Management Demonstration Project as well as the purpose and structure of this report.

1.1. The Department of Commerce has completed the initial five-year
Demonstration Project, designed to test and evaluate a series of
alternative personnel practices and to determine the generalizability of
these interventions to other organizations.

The Department of Commerce (DoC) initiated a Personnel Management Demonstration
Project (hereafter referred to as the Demonstration Project) in March 1998 as a means of
testing and evaluating a series of personnel interventions. It was scheduled to last for five
years (March 2003)4. This effort was undertaken to determine whether alternative personnel
practices are more successful in helping to achieve agency goals than traditional personnel
practices. Based on the success of these interventions during the five-year Demonstration
Project, it will be determined whether any or al of the interventions can be beneficially
implemented el sewhere within DoC as well as government-wide.

The Demonstration Project was designed to apply some of the human resource interventions
from an earlier DoC Demonstration Project at the National Institute of Standards and
Technology (NIST). The NIST Project achieved highly successful results and, at its
conclusion, the interventions were made permanent. The current project seeks to build on the
success of the NIST Project and determine whether or not these interventions can be
successfully implemented within DoC to awider range of occupational areas and within
organizations with different missions.

The Office of Personnel Management’s (OPM) Demonstration Projects Evaluation
Handbook (Batten, Goehrig, and Jorgenson) clearly defines processes for evaluating
Demonstration Projects. Following OPM guidelines, evaluators submit formal assessment
reports at specified time intervals over the course of a Demonstration Project. Asthe
evaluator of the DoC's Demonstration Project, Booz Allen Hamilton Inc. (Booz Allen)
submitted an Implementation Y ear Report and Operational Y ear Report that assessed the
implementation and operation of the Demonstration Project during Y ear One and Y ear
Three, respectively. In addition, Booz Allen submitted reportsin Year Two and Y ear Four
that were designed to serve as mid-course checks.

1.2. This report provides an assessment of Year Five of the DoC Personnel
Management Demonstration Project.

This Summative Y ear Report (hereafter referred to asthe Y ear Five Report) assesses the
Demonstration Project’ s fifth year of operation, March 2002 to March 2003. The intended
audience for this report is DoC managers who may benefit from keeping abreast of the

4 The Demonstration Project has since been extended for an additional five years.
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current state of the Demonstration Project and who may be interested in tracking trends as
the personnel interventions take effect. DoC can also use the report to provide an update to
OPM on the impact the Demonstration Project is having on ensuring protection for or
adherence to equal employment opportunity, veterans, Merit Systems Principles, and
Prohibited Personnel Practices. Interwoven throughout this report, Booz Allen presents:

e A brief review of the Demonstration Project

e Ananalysisof both objective data and perceptual/attitudinal data on the fifth
performance year

e Trend data across performance years, where appropriate

e An assessment of the impact of the Demonstration Project on mission and
organizationa outcomes

e An assessment of the impact of the Demonstration Project on equal employment
opportunity, veterans, Merit System Principles, and Prohibited Personnel
Practices

e An assessment of the costs associated with operating the Demonstration Project

e Organizational context based on site historian accounts of critical events
occurring during Y ear Five

e Conclusions on the efficacy of the personnel interventions and the Demonstration
Project

e Recommendations for improving the personnel interventions and the
Demonstration Project overall.

1.3. The structure of this report parallels the Year One, Year Two, Year
Three, and Year Four Reports; it evaluates each personnel intervention
and recommends actions for continued operation.

This Y ear Five Report represents the fifth in a series of five reports that Booz Allen has
prepared assessing the Demonstration Project. Each report builds on data and findings from
previous reports, thereby permitting trend analyses over the course of the five years. To
facilitate cross-comparisons of reports by those who are reading the reports annually, this and
subsequent reports will follow asimilar structure. This report contains the following
chapters.

Chapter 2 of thisreport, titled “DoC Demonstration Project and its Evaluation,” begins with a
brief description of the Demonstration Project, including the objectives guiding the project,
the organizations and types of employees included, and the project interventions. The second
half of Chapter 2 describes the Demonstration Project evaluation. The research questions
relevant to the project are covered, followed by a discussion of the project evaluation phases.

Chapter 3, “Data Collection and Analyses,” contains descriptive and methodol ogical
information on the data collection procedures used during the project evaluation. This
chapter covers the use of interviews, focus groups, a survey, objective personnel data,
summary human resources (HR) data, site historian logs, and cost data.
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Chapter 4, “Findings and Conclusions,” focuses on the major interventions that are being
tested during the Demonstration Project. Each section is dedicated to a set of interventions.
Each conclusion is explained and then followed by findings that are supported by interview
themes, focus group themes, survey results, objective data, and/or summary HR data. Data
are presented in table format, when appropriate, to facilitate understanding.

Chapter 5, “Cost Analysis,” details the costs associated with implementing and operating the
Demonstration Project over the five years.

Chapter 6, “Answersto Research Questions,” gives explicit answers to each research
guestion from both the OPM Demonstration Projects Evaluation Handbook and the DoC
Demonstration Project Evaluation Model. The questions and our responses are presented in
table form.

Chapter 7, “Recommendations,” contains recommendations for the interventions, as
appropriate. We also provide general recommendations that may not pertain to a specific
intervention, but address organizational issues that affect the Demonstration Project.

A series of appendices accompany this report, providing various reference and citation data,
including results from the survey and objective data analyses.

Booz Allen wrote this report and the conclusions stated within represent our professional
expertise and judgment based on the evidence collected as part of the evaluation.
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2. DboC DEMONSTRATION PROJECT
AND ITS EVALUATION

This chapter, presented with only minor revisions from the Year One and Y ear Three
Reports, presents background information concerning the Demonstration Project, including
its objectives, scope, and evaluation.

2.1. The Demonstration Project is being conducted to test the effects of
innovative human resources practices in different organizations with a
variety of occupational groups.

The current DoC Personnel Management Demonstration Project was implemented on

March 29, 1998, and is scheduled to last five years (March 2003)° as shown in Figure 1. It
was designed to apply several of the human resource interventions from an earlier DoC
Demonstration Project at the National Institute of Standards and Technology (NIST). The
NIST Project achieved highly successful results and, at its conclusion, the interventions were
made permanent. The current project seeks to build on the success of the NIST Project and
determine whether or not these interventions can be successfully implemented within DoC to
awider range of occupational areas and within organizations with different missions. With a
few revisions, the interventions that comprise the current Demonstration Project are similar
to the interventions made permanent at NIST. Included as part of this Demonstration Project
are simplified recruiting, classification, and examining processes, as well as a shift to a pay-
for-performance system within a pay-banding framework.

Figure 1. DoC Personnel Management Demonstration Project Timeline

1998 [ 1999 | 2000 [ 2001 | 2002 | 2003
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2.2. The general objectives of this Demonstration Project emphasize the
development of a higher performing workforce, as well as greater
efficiency and flexibility of personnel processes.

This Demonstration Project is designed to foster improved organizational and individual
performance. Thisisto be done by recognizing high quality performance and recruiting and
retaining high performers. The stated project objectives are:

S The Demonstration Project has since been extended by OPM until 2008 for evaluation purposes.
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e Increased quality of new hires

e Improved fit between position requirements and individual qualifications
o Greater likelihood of getting a highly qualified candidate

e Increased recruitment and retention of high performing employees

e Improved individual and/or organizational performance

e More effective human resources management

e More efficient human resources management

e Increased delegation of authority and accountability to managers

e Better human resources systems to facilitate organizational mission and
excellence

e Continued support for goalsin recruiting, rewarding, and retaining minorities,
women, and veterans

e Continued provision of opportunities for adiverse work force
e Maximization of the contributions of all employees.

2.3. DoC organizations with a wide range of missions and occupations are
included in the current Demonstration Project.

The current Demonstration Project is designed to include other organizations within DoC
where the personnel interventions adopted at NIST might prove successful. DoC selected
seven DoC organizations, with arange of missions and occupational groups, to participate in
the current Demonstration Project. Some of these organizations (collectively referred to as
the Demonstration Group) received the new personnel interventions. In an effort to
determine whether Demonstration Project changes were actually effective, the results
obtained from the Demonstration Group are compared with those results from a Comparison
Group.

2.3.1. The Demonstration Group consists of seven organizations encompassing
occupations in business, management, economics, computer science, statistics,
physical science, and natural science.

Table 2-1 presents the organizations participating in the Demonstration Group, along with a
statement of mission for each. Table 2-2 shows the major |ocations and occupations of the
employees affected by the Demonstration Project’ s interventions.
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Table 2-1. Participating Demonstration Group Organizations and Their Missions

Organization

Mission

Technology Administration
(TA)

o Office of the Under
Secretary

o Office of Technology
Policy (OTP)

TA works to maximize technology’s contribution to America’s economic growth.

The Office of the Under Secretary is responsible for the management of TA
agencies.

OTP is the only office in the federal government with the explicit mission of
developing and advocating national policies that use technology to build
America’s economic strength.

Economics and Statistics
Administration (ESA)

e Bureau of Economic
Analysis (BEA)

Much of the statistical, economic, and demographic information collected by the
federal government is made available to the public through the bureaus and
offices of ESA.

BEA is the nation’s accountant, integrating and interpreting a tremendous
volume of data to draw a complete and consistent picture of the U.S.
economy. BEA’s economic accounts—national, regional, and international—
provide information on such key issues as economic growth, regional
development, and the nation’s position in the world economy.

National
Telecommunications and
Information Administration
(NTIA)

o Institute for
Telecommunication
Sciences (ITS)

NTIA is the Executive Branch’s principal voice on domestic and international
telecommunications and information technology issues. NTIA works to spur
innovation, encourage competition, help create jobs, and provide consumers
with more choices and better quality telecommunications products and services
at lower prices. In fulfilling this responsibility, NTIA is providing greater access
for all Americans, championing greater foreign market access, and creating new
opportunities with technology.

ITS is the chief research and engineering arm of NTIA. ITS supports such
NTIA telecommunications objectives as promotion of advanced
telecommunications and information infrastructure development in the U.S.,
enhancement of domestic competitiveness, improvement of foreign trade
opportunities for U.S. telecommunications firms, and facilitation of more
efficient and effective use of the radio spectrum.

National Oceanic and
Atmospheric
Administration (NOAA)

e Units of the Office of
Oceanic and
Atmospheric Research
(OAR)

e Units of the National
Environmental Satellite,
Data, and Information
Service (NESDIS)

e Units of the National
Marine Fisheries Service
(NMFS)

NOAA'’s mission is to describe and predict changes in the earth’s environment
and to conserve and manage wisely the nation’s coastal and marine resources.

OAR, the primary research arm of NOAA, conducts and directs research in
atmospheric, coastal, marine, and space sciences through its own
laboratories and programs, and through networks of university-based
programs.

NESDIS operates NOAA's satellites and ground facilities; collects,
processes and distributes remotely sensed data; conducts studies, plans
new systems, and carries out the engineering required to develop and
implement new or modified satellite systems; carries out research and
development on satellite products and services; provides ocean data
management and services to researchers and other users; and acquires,
stores, and disseminates worldwide data related to solid earth geophysics,
solar terrestrial physics, and marine geology and geophysics.

NMFS administers NOAA’s programs, which support the domestic and
international conservation and management of living marine resources.
NMFS provides services and products to support domestic and international
fisheries management operations, fisheries development, trade and industry
assistance activities, law enforcement, protected species and habitat
conservation operations, and the scientific and technical aspects of NOAA’s
marine fisheries program.
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Table 2-2. Major Locations and Occupations in the Demonstration Group

Organization

Major Location(s)

Major Occupations

TA
e Office of the Under Secretary

e Office of Technology Policy
(OTP)

Washington, DC

General Administration, Management Analyst,
and Technology Policy Analyst

ESA

e  Bureau of Economic Analysis
(BEA)

Washington, DC

Economist, Accountant, Financial
Administrator, Computer Specialist,
Statistician, and Statistical Assistant

NTIA

e Institute for Telecommunication
Sciences (ITS)

Boulder, CO

Electronics Engineer, Mathematician,
Computer Scientist, and Engineering
Technician

NOAA

e Office of Oceanic and
Atmospheric Research (OAR)

e National Environmental
Satellite, Data, and Information
Service (NESDIS)

e National Marine Fisheries
Service (NMFS)

Silver Spring, MD
Boulder, CO
Miami, FL

Suitland, MD
Silver Spring, MD
Asheville, NC
Boulder, CO
Camp Springs, MD
Gloucester, MA
Long Beach, CA
Juneau, AK

Silver Spring, MD
Seattle, WA

Meteorologist, Physical Scientist, Physicist,
Electronics Engineer, Computer Specialist,
Electronics Technician, Physical Science
Technician, and Mathematician

Physical Scientist, Meteorologist, Computer
Specialist, Oceanographer, Physical Science
Technician, Electronics Engineer, Engineering
Technician, Geophysicist, and Mathematician

Fish Biologist, Fish Administrator, Biologist,
Microbiologist, Biology Technician, Chemist,
Oceanographer, Wildlife Biologist, Computer
Specialist, and General Business Specialist
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2.3.2. The Comparison Group consists of four organizations that are reasonably similar to
the organizations in the Demonstration Group.

In order to separate the impacts of the interventions from other influences, DoC identified
four organizations to be included in the Demonstration Project as a Comparison Group. The
Comparison Group organizations did not receive the interventions implemented in the
Demonstration Group and were chosen because of their similarity to the organizations in the
Demonstration Group. The purpose of the Comparison Group isto serve as a point of
comparison when analyzing the impact of interventions on the Demonstration Group. |If
differences are seen between Demonstration and Comparison Groups, then the assumption
that the interventions have made an impact can be made more confidently. Table 2-3
presents the Comparison Group organizations, along with their major locations and major
occupations.

Table 2-3. Major Locations and Occupations in the Comparison Group

Organization Major Location(s) Major Occupation(s)
ESA
e Headquarters Washington, DC General Administration
NOAA
¢ Office of Oceanic and Ann Arbor, Ml Meteorologist (primary). Physical Scientist,
Atmospheric Research Princeton, NJ Physicist, Electronics Engineer, Computer
(OAR) Seattle, WA Specialist, Electronics Technician, Physical
Science Technician, and Mathematician
¢ National Environmental Wallops Island, VA Physical Scientist, Meteorologist, Computer
Satellite, Data, and Specialist, Oceanographer, Physical Science
Information Service Technician, Electronics Engineer, Engineering
(NESDIS) Technician, Geophysicist, and Mathematician
¢ National Marine Fisheries Woods Hole, MA Fish Biologist, Biologist, Microbiologist, and
Service (NMFS) Miami, FL Biology Technician (primary). Chemist,
Seattle, WA Oceanographer, Wildlife Biologist, Computer
La Jolla, CA Specialist, and General Business Specialist

2.4. The Demonstration Project encompasses nearly 5,000 employees in
both the Demonstration and Comparison Groups.

All positions that would be classified as General Schedule (GS) or General Manager (GM)
positions are covered under the Demonstration Project. Positions that are classified as Senior
Executive Service (SES) or Federal Wage System (FWS) are not covered.

Table 2-4 indicates the number of participantsin each group, in Y ear Five, and provides
basic demographic data, such as career path, and pay band, race/ethnicity, veteran status,
gender, and supervisory status.® Asthis table shows, there were atotal of 3,072
Demonstration Group participants and 1,811 Comparison Group participants. These
demographic dataillustrate the general similarity in the demographic characteristics of

6 1n order to compare the two groups, career path and pay band equivalents are provided for the Comparison Group
participants.
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participants in the Demonstration and Comparison Groups, which isimportant for
establishing the validity of the Comparison Group used in this evaluation. There are some
minor differences between the two groups; these will be addressed in the report in any cases
where the differences between the Demonstration and Comparison Groups impact how
findings are interpreted.

Table 2-4. Characteristics of Demonstration Project Participants by Agency/Comparison Group

DEMONSTRATION GROUP
COMPARISON
NOAA (OAR, GROUP
TA ESA/BEA NTIA/ITS NESDIS, NMFS) TOTAL
# % # % # % # % # % # %

# Participants 41 1% | 450 15% 76 3% | 2505 82% | 3,072 100% | 1,811 100%
Career Path (or the equivalent)
ZA 33 81% 82 19% 5 7% 429  18% 549  19% 176 10%
ZP 1 2% | 313 72% 51 70% | 1,496 62% |[1861 63% | 1,312 72%
ZS 7 17% 30 % 5 7% 319 13% 361 12% 146 8%
T - - 10 2% 12 16% 172 % 194 7% 177 10%
Pay Band (or the equivalent)
1 1 206 4 1% 8 11% 48 2% 61 2% 26 1%
2 3 % 67 15% 8 11% 285  12% 363 12% 338 19%
3 9 22% | 178 41% 19 26% 759  31% 965  33% 781  43%
4 13 32% | 155 36% 29 40% | 1,070  44% | 1,267 43% 562 31%
5 15 3% 31 % 9 12% 254 11% 309  10% 104 6%
Race
American Indian - - - - - - 13 1% 13 1% 8 <1%
Asian 5 12% 33 7% 4 5% 97 4% 139 5% 108 6%
Black 9 22% | 116 26% - - 253 10% 378 12% 77 4%
Hispanic 1 2% 12 3% 2 3% 75 3% 90 3% 46 3%
White 26 63% | 289 64% 70 92% | 2,067 83% | 2452 80% | 1572 8T%
Veteran
Yes 2 5% 41 9% 10 13% 357 14% 410 13% 215 12%
No 39 95% | 409 91% 66 87% | 2,148 86% | 2662 87% | 1596 88%
Gender
Male 13 32% | 241 54% 60 79% | 1492 60% | 1,806 59% | 1,158 64%
Female 28 68% | 209 46% 16 21% | 1,013  40% | 1,266 41% 653  36%
Supervisor
Yes 4 10% 46 11% 1 1% 225 9% 276 9% 158 9%
No 37 90% | 390 89% 72 99% | 2,204 91% | 2,703 91% | 1,653 91%

Source: These figures are based upon the objective data provided by DoC (as of March 31, 2003) and represent the
composition of the Demonstration Project during Year Five.
Note: Percentages may not add to 100 due to rounding

2.5. A broad range of interventions has been implemented under the
Demonstration Project.

The interventions implemented in the Demonstration Group focus on classification, pay,
recruitment, retention, and an expanded probationary period. The fifteen interventions, listed
below, are described in the following sections. Appendix A-1 displays the Federal Register
notice on the Demonstration Project and its interventions (and Appendix A-2 displays the
modified Federal Register notice).
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Career paths

Pay bands (Broadbanding), in conjunction with flexible entry salaries
Performance-based pay increases (pay-for-performance)

Supervisory performance pay

More flexible pay increase upon promotion

Performance bonuses

Direct examination’

Agency based staffing®8

More flexible paid advertising

10. Loca authority for recruitment payments

11. Local authority for retention payments

12. Automated broadband classification system

13. Delegated classification authority to managers

14. Delegated pay authority to managers

15. Three-year probationary period for scientists and engineers (ZP employees
performing research and development (R&D) activities).

WoNoh~WNE

2.5.1. Four career paths have been established that group occupations according to similar
career patterns.

Under the Demonstration Project, Demonstration Group occupations have been grouped into
four broad career paths. Each career path consists of occupations that have similar career
patterns and therefore can be treated similarly for classification, pay, and other personnel
purposes. In contrast, under the GS system, occupations are grouped by similaritiesin
content. The career paths developed for the Demonstration Group are:

e Scientific and Engineering (ZP). Consisting of professional technical positions
in the physical, engineering, biological, mathematical, computer, and social
science occupations; and student trainee positions in these fields.

e Scientific and Engineering Technician (ZT). Consisting of positions that
support scientific and engineering activities through the use of skillsin electrical,
mechanical, physical science, biological, mathematical, and computer fields; and
student trainee positions in these fields.

e Administrative (ZA). Consisting of positionsin such fields as finance,
procurement, personnel, program and management analysis, public information,
and librarianship; and student trainee positions in these fields.

7 DoC intentionally chose to use the term * Direct examination” to parallel the term used in the NIST Demonstration
Project, upon which the DoC Demonstration Project is based. This recruitment method is how available to all agencies
through examining authority delegated by OPM.

8DoC intentionally chose to use the term * Agency based staffing” to parallel the term used in the NIST Demonstration
Project, upon which the DoC Demonstration Project is based. This recruitment method is now available to all agencies
through examining authority delegated by OPM.
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e Support (ZS). Consisting of positions that provide administrative support,
through the use of clerical, typing, secretarial, assistant, and other similar skills;
and student trainee positions in these fields.

The career paths are intended to make classification simpler, more understandable, and easier
to automate.

2.5.2. Pay bands are composed of one or more GS grades and allow for flexibility in pay
setting.

The change from the GS system to pay bands (broadbanding) is one of the major
Demonstration Project interventions. The pay bands were created by collapsing the
traditional GS salary grades (including locality rates) into five broad groups with much larger
ranges (i.e., pay bands)®. Figure 2 shows the four career paths, their corresponding pay
bands, and GS system equivalents. The maximum rate of a pay band is equivalent to step 10
of the highest GS grade used to create that band. Each career path collapses GS grades into
bands differently; therefore, the band ranges differ by career path. Only the ZP and ZA
career paths have pay bands that correspond to the full spectrum of GS grades. One to six
GS grades are consolidated into any given pay band, depending on the career path and level
of the band.

Figure 2. Career Paths and Bands for Demonstration Group Participants

CAREER PATHS BANDS

Scientific and
Engineering (ZP)

Scientific and

Engineering I [l v \
Technician (ZT)

Administrative

(ZA) [ [l A \%

Support (ZS) I 1 v V

GS Grades 1 2 3 4 5 6 7 8 9 |10 (11 |12 | 13 | 14 | 15

Source:  Federal Register Notice: Personnel Management Demonstration Project; Alternative Personnel Management
System for the U.S. Department of Commerce (December 24, 1997).

9 The way in which the pay bands were constructed for the Commerce Personnel Management Demonstration Project was
based on advice from the Office of Personnel Management and was guided by twenty years of research on
Demonstration Projects.
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Pay bands are intended to add flexibility in pay setting for attracting job candidates and
rewarding high performing employees. Pay bands were also put in place to provide larger,
more flexible classification ranges, aiding in the delegation of classification and pay
authority to line managers. Pay bands are also meant to facilitate the provision of
performance incentives for employees, in that they give employees the opportunity to receive
raises more quickly.

Together, career paths and pay bands are intended to simplify classification and accelerate
pay progression, as well as facilitate pay-for-performance.

2.5.3. Pay-for-performance is a system meant to link pay increases directly to performance,
resulting in a more competitively paid, higher quality workforce.

Another mgjor intervention is the establishment of a pay-for-performance system. Pay-for-
performance links pay raises directly to job performance. Under the Demonstration Project,
three components were subsumed by pay-for-performance. The first component is an annual
adjustment to basic pay, which includes an annual general increase and alocality pay
increase approved by Congress and the President. The second component is an annual
performance-based pay increase. Bonuses constitute the third component. Funds that were
applied to within-grade increases, quality step increases, and promotions (i.e., a higher pay
band in the same career path or a pay band in another career path in combination with any
increase in the employee’ s salary) are now being applied to performance-based pay
increases. In contrast to the GS system, there is no one-to-three year waiting period between
pay increases, and the pay increase amounts are potentially higher.

Pay-for-performance is meant to govern employee progression through the pay bands. Pay-
for-performance s, of course, meant to tie pay raises to performance, in contrast to the GS
system, which ties pay raises mostly to tenure. Itsgoal isto give higher pay raisesto those
whose performance is high. Because of the flexibility that the bands allow, the performance-
based pay raises can be, in theory, substantial. The pay-for-performance system, along with
the pay bands, is meant to improve performance and retain high quality employees.

At the onset, DoC created a web-based Performance Payout System (PPS) to manage the
performance data. Asof Y ear Five, there have been many improvementsto the PPS, such as
software enhancements, improved reporting, and changes regarding password access as a
result of the changes to the DoC password policy. Site historians report that DOC staff,
along with contractors, has been making significant strides in improving the software and
reports.

Implementation of the pay-for-performance system aso included the implementation of a
new performance appraisal system. It isimportant to note that NOAA units outside of the
Demonstration Group have also adopted a new performance appraisal system, independent of
the Demonstration Project. Table 2-5 outlines some of the major differences between the
traditional, the new NOAA, and the Demonstration Project performance appraisal systems.
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Table 2-5. Performance Appraisal Systems

TRADITIONAL SYSTEM10
(Comparison Group)

NEW NOAA SYSTEM11
(Comparison Group)

DEMO PROJECT SYSTEM
(Demonstration Group)

¢ Individual performance
plans

Individual performance
plans

Individual performance
plans

e Performance improvement
plans

Performance improvement
plans

Performance improvement
plans

e 500-point system

Two-tier system

100-point, two-tier system

e Critical and non-critical
elements included

Critical elements included;
non-critical elements not
included

Critical elements included;
non-critical elements not
included

Each employee in the Demonstration Project has an individual performance plan that is
composed of several critical performance elements. Under this performance appraisal
system, all of the performance elements are critical; if an employee gets an unsatisfactory
rating on one element, there is no performance score and that person is deemed
“unsatisfactory.” Employees who are deemed unsatisfactory are not eligible for pay-for-
performance increases, bonuses, or annual adjustments to basic pay. These employees must
be put on a performance improvement plan and given a chance to improve before afinal
rating is put on record. Demonstration Group participants who are not performing
unsatisfactorily on any of the performance elements are rated using the 100-point scoring
system. Supervisors report scores to the Pay Pool Manager who, during the first two years of
the Demonstration Project, put the scoresin rank order for all employeesin the pay pool for
administration of salary actions. Because many employees felt that the assignment of
numerical rankings created a competitive environment, DoC has since eliminated the
individual rankings and now arrays the datain score order to maintain the linkage between
scores and pay actions without assigning a numerical rank.

In Year Three, an additional factor that may have impacted pay, but is not directly linked to
performance, was a government-wide special pay rate for information technology (IT)
workers. This action took effect on the first pay period that began on or after January 1,
2001, and applied to IT professionalsin certain occupations at grades 5, 7, 9, 11, and 12. In
addition to increasing the pay of IT workersin the Demonstration Project, this event may
have positively impacted the recruitment and retention of IT workers in the Demonstration
Project and elsewhere in the government. No new special pay rates were implemented in

Y ear Five.

10 Note that ESA-HQ, which operated under the traditional system defined here for the majority of the Demonstration
Project years, converted to a two-level (“ Meets Or Exceeds’ or “ Does Not Meet Expectations’ ) performance appraisal

systemin October 2002.

11 New at approximately the start of the Demonstration Project.
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2.5.4. Supervisory performance pay is meant to help retain supervisors by giving them
higher pay potential for high supervisory performance.

Supervisorsin al career paths are eligible for supervisory performance pay when their
salaries reach the maximum for their pay band. In each pay band that includes supervisory
positions, there is a corresponding supervisory band (as shown in Figure 3). The supervisory
bands have the same minimum levels as do the non-supervisory bands. The only difference
isthat the supervisory bands extend up to 6 percent above the maximum point of the
corresponding non-supervisory band. The amount that a supervisor is paid above the
maximum rate of his/her pay band constitutes supervisory performance pay. The range
constituting supervisory performance pay (up to 6 percent above the maximum) can be
reached only through pay-for-performance increases gained through the regular performance
appraisal process. Supervisory performance pay is meant to give the ability to raise the pay
of high performing supervisors to more competitive levels, thusimproving retention.

Figure 3. Pay Bands for Supervisory Employees

CAREER PATHS BANDS

Scientific and
Engineering (ZP) I I 11 IV Vv i|

Scientific and
Engineering I I 1 v V
Technician (ZT)

Administrative
(ZA) | 11 M1 v \V i|

Support (ZS) I 1 W } Y, }

GS Grades 1 2 3 4 5 6 7 8 9 |10 11|12 |13 |14 | 15

2.5.5. Flexible pay increases upon promotion are intended to allow supervisors to tie pay to
employee performance and to substantially reward excellent performance.

One intervention related to pay bands (broadbanding) and pay-for-performanceisflexible
pay increases upon promotion (a promotion is movement from one pay band to another).
High performing employees now have the potential to receive substantia pay increases when
they are promoted. Because of the less restricting nature of pay bands, an employee’s salary,
upon promotion, can be set anywhere within a band (with a minimum 6 percent increase)
without being restricted by the small steps characteristic of the GS system. Thisintervention
is meant to encourage the retention of high performers by making their salaries more
competitive with the private sector.
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2.5.6. Performance bonuses are payments meant to reward and encourage employee
performance and improve retention.

Performance bonuses are cash awards given following a performance appraisal cycle, in
conjunction with performance pay decisions. Pay Pool Managers can award a bonus to any
employee with an “eligible” performance rating (i.e., individuals who have a satisfactory, or
better, rating on all performance elements). Pay Pool Managers make decisions based on
supervisor recommendations and the amount in the bonus pool. The maximum bonus
amount that can be given is $10,000 (greater amounts can be granted with the Departmental
Personnel Management Board’ s approval). Bonuses are meant to reward high performers,
increasing their retention. Bonuses are also meant to act as a performance incentive to the
workforce.

Performance bonuses can also be awarded to DoC employees who entered the Demonstration
Project too late to receive a performance rating, but who have received a DoC performance
rating of record within the previous 13 months. In these situations, bonuses can be used to
remove the disincentive of not receiving a pay increase. Performance bonuses can also be
used as atool to reward high performing employees who are pay capped.

2.5.7. For certain positions, direct examination allows DoC to hire candidates directly
without using the OPM job register, thereby decreasing time to hire.

Direct examination is a recruitment intervention for shortage categories that allows selecting
officialsto directly recruit and hire candidates who present specific credentials to fill an open
announcement, without having to use the OPM job registerl2. While selecting officials can
directly recruit for candidates, they are also required to compete these candidates with
applicants who have applied through the Applicant Supply Bulletin (i.e., public notices for
direct examination occupations) and applicants whose applications are stored in the operating
unit Applicant Supply File (which contains direct-hire occupations and applicants).
Furthermore, veteran preference rules apply to these direct examination procedures.

The Demonstration Project incorporates two direct examination authorities. The first
authority is direct examination for critical shortage occupations, which is used for
occupations requiring skills in short supply. These include occupations for which thereisa
special rate under the General Schedule (GS) system and some occupations at band three and
abovein the ZP career path. To date, no critical shortage occupations have been identified
under the Demonstration Project.

The second authority is direct examination for critical shortages of highly qualified
candidates, which is used for positions where there is a shortage of highly qualified
candidates. An example of acritical shortage highly qualified candidate is a person qualified
for band one or two of the ZP career path who has:

12 Direct examination is similar to the currently available direct-hire authority, which “ provides agencies the authority to
appoint candidates directly to jobs for which OPM determines that there is a severe shortage of candidates or a critical
hiring need” (Federal Register notice, 6/15/04).
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e A bachelor’ sdegree and at least a2.9 GPA in ajob-related major, or
e A master'sdegreein ajob related field.

2.5.8. Agency based staffing, which can be used for positions not covered by direct
examination, gives DoC the ability to certify its own candidates; this is expected to
decrease time to hire.

Agency based staffing, another recruitment intervention, is used to fill vacancies not covered
by direct examination. At aminimum, positions eligible for agency based staffing are
advertised through OPM’ s automated employment information system. Agency based
staffing gives DoC the ability to examine and certify its own candidates instead of having
OPM certify them. It allows DoC to create its own candidate registers, and to rate and rank
the candidates independent of OPM. Agency based staffing, in conjunction with flexible
paid advertising, was meant to be used to help hiring officials focus on more relevant
recruiting sources and to accelerate the hiring process.

Agency based staffing was a unique intervention when initially implemented in the NIST
Demonstration Project. However, since January 1996, all federal government agencies have
been granted delegated examination authority by OPM, which isasimilar recruitment tool.
Delegated examination authority provides agencies with the authority to conduct competitive
examinations for positionsin the competitive service (except for administrative law judge
positions).

2.5.9. Flexible paid advertising allows DoC to use more specialized advertising sources to
attract highly qualified candidates.

Flexible paid advertising is an intervention that allows DoC to utilize paid advertising
sources as afirst step in recruiting, without having to utilize unpaid sourcesfirst. Hiring
officials can now use awider scope of advertising sources, as well as concentrate on more
specialized sources. More flexible paid advertising is meant to allow hiring officials to make
greater use of alternative recruitment sources.

2.5.10. Local authority for recruitment payments allows DoC to grant payments for the
purpose of recruiting high quality candidates.

Local authority for recruitment payments allows operating units to independently grant
recruitment paymentsin an amount not to exceed the greater of $10,000 or 25 percent of base
pay. Payments are based on market factors such as salary comparability, turnover rate, salary
offer issues, relocation issues, programmatic urgency, special qualifications, shortage
categories, or scarcity of positions. All scientific, engineering, and hard-to-fill positions are
eligible. The main purpose for the recruitment payment is to increase the quality of the
workforce by attracting high quality performers.

The current Demonstration Project modeled many of the features of the NIST Demonstration
Project, which began in 1988, and thereby adopted “local authority for recruitment
payments’ as an intervention. However, under 5 U.S.C. 5753 recruitment bonuses are now
also available elsewhere in the federal government. Under this authority, recruitment
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bonuses may be paid in alump-sum of up to 25 percent of an employee’ s base pay, with a
service agreement of varying time requirements.

2.5.11. Local authority for retention payments allows DoC to grant payments for the purpose
of retaining high quality candidates.

Similar to local authority for recruitment payments, local authority for retention payments
allows operating units to grant retention payments not to exceed the greater of $10,000 or 25
percent of base pay. These payments also are based on market factors. All scientific,
engineering, and hard-to-fill positions are eligible. The main purpose for the retention
payments is to increase the quality of the workforce by retaining high quality performers who
areretiring or are leaving for a position in private industry.

The Federal Employees Pay Comparability Act of 1990 (FEPCA) allows retention payments
up to 25 percent of an employee’ s base pay. Similar to the recruitment payment intervention,
while the current Demonstration Project modeled this intervention after the NIST
Demonstration Project, retention payments are also now available elsewhere in the federal
government under 5 U.S.C. 5754.

2.5.12. The classification system was automated to make the classification process easier to
use and more efficient.

Under the Demonstration Project, the classification system has been automated. Position
descriptions can be created, accessed, classified, and altered electronically. A DOS-based
software program was originally built for these purposes. Beginning in Year Three, efforts
were initiated to transition to a web-based system to make the process far more user-friendly.
Specifically, supervisors can use the system to:

Create a new position description

Create a new position description based on another

Delete a position description

Edit an unofficial position description

Print a position description

Review a position description

Run queries

Delete, edit, print, or view a position description by action number
Export a position description

Maintain the position description system.

The purpose of the automation isto make the classification system easier to use and more
expedient. Automation of the system is a'so meant to minimize the resources needed for
operation and to minimize the classification decisions that need to be made.
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2.5.13. Delegated classification authority places classification responsibility with the
managers.

Under the Demonstration Project, DoC delegated classification authority down to the line
managers, giving them the authority to classify positions. Each operating unit’s Operating
Personnel Management Board (OPM B) has the responsibility for overseeing the delegation
of classification authority. Human resources personnel have the responsibility to monitor
and review classification decisions. Delegated classification authority is meant to give
managers more control over classifying the work they supervise. Managers must understand
their operating unit’s mission and the work they supervise to be effective classifiers.

2.5.14. Delegated pay authority allows line managers to direct and administer pay functions.

Delegated pay authority gives line managers (i.e., supervisors) the authority to direct and
administer pay procedures. Under the GS system, federal employees receive increasesin
salary in accordance with their grade and step. Under the Demonstration Project, supervisors
evaluate the performance of their subordinates and communicate their recommendations to
the Pay Pool Manager. Supervisors may also make recommendations for performance-based
pay increases and/or bonuses. The Pay Pool Manager, however, makes the final decisions
regarding the dollar amounts for both performance-based pay increases and bonuses.

The purpose of delegated pay authority isto improve the effectiveness of human resources
management by having line managers more involved as managers of the human resourcesin
their units. Managers have afirst hand view of employee performance and therefore can
make the most effective pay recommendations. Line managers involvement isincreased
significantly under the Demonstration Project because they now have responsibility and
authority for managing pay and making pay decisions. Figure 4 displays the delegated pay
authority relationship within the Demonstration Group. These newly delegated authorities
are subject to oversight by the Operating Personnel Management Boards at the local level,
and by the Departmental Personnel Management Board, which ensures adherence to
Departmental policy and procedures.

Figure 4. Pay Authority Relationship
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2.5.15. The three-year probationary period gives managers more of an opportunity to
observe ZP employees performing R&D duties for the full R&D cycle.

Under the three-year probationary period intervention, employees in the scientific and
engineering (ZP) career path who perform R& D work are subject to athree-year
probationary period. (Other employees within the Demonstration Project serve the same
one-year probationary period as employees throughout the government.) Managers have the
authority to end the three-year probationary period of an R& D subordinate at any time after a
year. Near the end of thefirst year of probation, a manager decides whether to 1) change the
employee to non-probationary status, 2) remove the employee, or 3) keep the employee on
probationary status. If the employee remains on probationary status, then the manager must
choose between these three options near the end of the second year. If the employee remains
on probation into the third year, then the manager must make afinal decision on whether to
remove or keep the employee.

2.6. A valid evaluation of the Demonstration Project is critical in determining
whether to continue the tested interventions and whether to make them
a part of other government organizations.

OPM requires that every Demonstration Project be rigorously evaluated by an independent
evaluator. The purpose of the DoC Demonstration Project evaluation is to determineif the
Demonstration Project’ s objectives were met. The evaluation’s purpose is also to determine
what, if any, mid-course revisions should be made to the Demonstration Project
implementation, and whether the project interventions can be applied in other federal
government organizations. The Demonstration Project evaluation is driven by a number of
research questions.
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2.6.1. The research questions for the Demonstration Project were derived from both the
OPM Demonstration Projects Evaluation Handbook and the DoC Demonstration

Project objectives.

Evaluation of the Demonstration Project interventions seeks ultimately to answer several
research questions. The OPM Demonstration Projects Evaluation Handbook (Batten,
Goehrig, and Jorgenson, 1998) states that the research questions that must be answered will
differ from project to project. However, six general research questions (presented in Table
2-6) must be answered for every Demonstration Project.

Table 2-6. Research Questions from OPM Demonstration Project Handbook

OPM Research Questions T'la\mnlsnvge?f

1) Did the project accomplish the intended purpose and goals? If not, why not? Years 3&5
2) Was the project implemented and operated appropriately and accurately? All years
3) What was the cost of the project? Year 5
4) What was the impact on veterans and other EEO groups? All years
5) Were Merit Systems Principles adhered to and Prohibited Personnel Practices

avoided? All years
6) Can the project or portions thereof be generalized to other agencies or

government-wide? Year 5

In addition, research questions are based on six objectives specific to the DoC Demonstration
Project. These objectives stem from major concerns within DoC in regards to hiring
restrictions, a complex job classification system, and poor tools for rewarding and motivating
employees (Federal Register notice, December 1997; displayed in Appendix A-1). The
Demonstration Project was implemented to address these types of issues. Accordingly, the
evaluation also seeks to address the six additional research questions specified in Table 2-7.

Table 2-7. Research Questions Related to DoC Demonstration Project Objectives

- . Timing of
DoC-Specific Research Questions Answer
1) Has the quality of new hires increased; has there been an improved fit between
position requirements and individual qualifications; has there been a greater
likelihood of getting a highly qualified candidate? Years 3&5
2) Has retention of good performers increased? Years 3&5
3) Has individual and organizational performance improved? Years 3&5
4) |Is Human Resources management more effective? Years 3&5
5) Is Human Resources management more efficient? Years 3&5
6) Is there improved support for EEO/diversity goals in recruiting, rewarding,
paying, and retaining minorities; are opportunities for a diverse workforce being
provided; are the contributions of all employees being maximized? All Years
Summative Year Technical Report 2-17
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The 12 research questions above were tracked during all three phases of the Demonstration
Project evaluation and are the ultimate questions to be answered by this summative
evaluation. Chapter 5 of thisreport provides a high-level summary addressing these
guestions based on data available after five years of operation (which are presented
throughout Chapter 4).

2.6.2. The Demonstration Project evaluation is being conducted in three phases and
compares a Demonstration Group to a Comparison Group, across time.

A non-equivalent comparison group, quasi-experimental, research design is being used to
evaluate the Demonstration Project. Quasi-experimental design is used when it is not
possible to control for al variables, or when it is not possible or practical to randomly assign
subjects to equivalent groups. The non-equivalent comparison group design seeks to control
for confounding variables by tracking a Comparison Group that is reasonably similar (though
not necessarily identical) to the experimental (Demonstration) group. The DoC
Demonstration Project evaluation is being conducted in three phases, shown in Figure 5, and
will compare the Demonstration Group to the Comparison Group across time.

Figure 5. DoC Demonstration Project Evaluation Model

Phase | Phase I Phase I
Im plementation Stage Operational Stage Summ ative Stage
(Year 1) (Years 2& 3) (Years 4& 5)
Collect Collect Collect
. IDe:J(erI]o'a d I-—’ Data/Monitor Data/Monitor 1 E\Bjﬁi\eéxizgsze Data/Monitor 1 EVDZI;";%QEZ?
aluation Mode Actv ities Actiities Actv ities
Develop Develop
Ev aluate/Analyze | Corclusions & Compare Data to Corclusions & Compare Data to] Dev elop Overall
Do A —» Recommend Baselie Data —» Recommend Previous Data Conclusions
ata/Activities Mid-Course aseline Da Mid-Course revious Dal
Corrections Corrections

v

Determine Effectiveness and
External Validity of Proect as a
Whole; Develop Final
Recommendations

Scope of project covered by this report.
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In general, the three phases of the evaluation will focus on project implementation and
project effectiveness, but to different degrees. The evaluation will also serve to produce mid-
course correction recommendations as the project progresses. The three phases differ

dlightly in their focus but were designed to complement each other. An evaluation report was
produced at the end of each of the three phases.

This Summative Y ear Report presents the opportunity to compare data across the life of the
Demonstration Project. This report presents data on the state of the Demonstration Project in
Y ear Five and a'so, importantly, provides trend analyses to examine changes that occurred
over time.
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3. DATA COLLECTION AND ANALYSES

Multiple data collection methods were used to gather the information needed for Booz

Allen’ s assessment of the effectiveness of the Demonstration Project interventions. These
methods included interviews with key program staff and managers, focus groups, a survey, a
review of objective data obtained from the National Finance Center (NFC) Payroll/ Personnel
System and the Demonstration Project’ s Performance Payout System (PPS), areview of
human resources (HR) summary data, site historian logs, and cost data. Each data collection
method is described in detail below.

3.1. Booz Allen conducted 17 interviews with staff in the DoC organizations
participating in the Demonstration Group to determine their perceptions
of the project.

Booz Allen conducted individual, face-to-face interviews with senior managers and human
resources staff from agencies operating under the Demonstration Project’ s personnel
interventions. Interviewees were selected based on the relevance of their roles and/or
positions to the Demonstration Project. The intent of the interviews was to acquire more
detailed information about processes and procedures than can be gained from documentation.
Furthermore, Booz Allen was interested in obtaining the perspectives of employees who are
in some way involved with administering and/or monitoring the Demonstration Project
interventions.

Interviews were conducted using a structured interview format, with questions tailored to the
individual’s area of expertise. The responses to the interview questions were then analyzed
to identify themes, trends, and discrepancies. (See Appendix B-1 for the interview protocol;
asummary of the interview results has been provided to DoC under separate cover.) In total,
17 interviews were conducted (see Table 3-1).

Table 3-1. Interviews Conducted

Interviewees Number

Directors and 3
Administrative Officers

Pay Pool Managers 5
Rating Officials 4
5

Human Resources and
EEO Staff
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3.2. Atotal of 21 focus groups were conducted with employees from the
Demonstration and Comparison Groups to help assess the
Demonstration Project’s impact.

Focus groups were conducted to obtain in-depth perceptual data from employeesin the
Demonstration and Comparison Groups. Several key purposes drove our decision to use
focus groups as a source of data. Focus groups:

e Provide ameans of capturing rich, qualitative data on employee perspectives of
the Demonstration Project

e Trigger ideas or research questions that can then be analyzed with our survey or
objective data

e Convey to Demonstration Project participants our interest in hearing their
opinions.

Booz Allen-trained facilitators used four structured focus group protocols to guide the focus
group sessions. Separate protocols were used for Demonstration and Comparison Groups,
and for non-supervisor and supervisor groups. Prior to presenting the focus group questions
for discussion, Booz Allen facilitators provided introductory information including the
purpose of the session, how individuals were selected to participate, and how focus group
responses would be used. Table 3-2 lists the topics that were covered by the focus group
protocols.

Table 3-2. Focus Group Topics

o Performance Management e Employee Retention
e Career Progression ¢ Quality of the Workforce
o Classification ¢ Organizational Excellence

. . and Workforce Diversity
e Hiring/Recruitment

e Minority/Gender Issues
e Employee Turnover

Prior to recruiting participants, Booz Allen worked with DoC to identify locations in which
the focus groups and interviews would be held. Site visit locations were determined by
considering a number of criteria

Balance of Comparison and Demonstration Group participants

Inclusion of al participating organizations

Inclusion of some locations not visited as part of the Y ear One evaluation
Input from the Project Team members

Budget constraints.

The magjority of the focus groups (17 out of 21) were structured as supervisory or non-
supervisory groups, there was also one all-female group and three al-minority groups. The
latter groups allowed Booz Allen to assess whether certain categories of employees felt
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differentially impacted by the Demonstration Project interventions. The breakdown of the 21
focus groupsis presented in Table 3-3.

Table 3-3. Focus Groups Conducted

Demonstration Group supervisory groups
Demonstration Group non-supervisory groups
Demonstration Group all-female group
Demonstration Group all-minority group
Comparison Group supervisory group
Comparison Group non-supervisory groups

NW W[k |N|O1

Once the locations and composition of the focus groups were established, employees were
randomly selected to participate. Lists of alternates were drawn and used in those cases
where a selected individual could not attend.

Focus groups were conducted during the Summer of 200313, The data from the focus groups
were organized and analyzed to identify trends, themes, and discrepancies. (Appendix B-2
contains the focus group protocols; a complete summary of focus group results has been
provided to DoC under separate cover. Appendix B-3 lists the focus group sites by location,
focus group type, and organization).

3.3. A survey of Demonstration and Comparison Group participants
provided a key data source for our assessment.

The survey garnered opinions from Demonstration Group and Comparison Group
participants on awide range of human resources issues and practices relevant to the
Demonstration Project. The survey included all of the items from the Operational Y ear
Survey (administered during Y ear Three) and the Implementation Y ear Survey (administered
during Y ear One), with severa exceptions:

One item was deleted, as this practice is no longer used:
e Itisimportant for me to know where | rank among my co-workers. (item 31)

The survey included three new itemsto add clarity to the data:
e [f you were hired since March 2001, when were you hired? (item 56) [thisitemwas
intended to distinguish between those hired in Year Four versus Year Five]
e Inthe past two years, have you hired employees under the three-year probation
period for ZP employees performing research and devel opment work? (item 143)
e | have the necessary flexibility to terminate ZP employees performing research and
devel opment work who are covered by the three-year probation period. (item 144)

13 | nterviews and focus groups were conducted slightly after the completion of Year Five due to contractual delays for the
Year Five evaluation.
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The wording of one item was changed to reflect the new method of survey administration:

o | liked being able to take this survey electronically on the Internet rather
than as a paper survey. (item 122)

All other survey items were retained from the original survey without modification to
wording or order to allow for comparisons over time. This consistency helps ensure that any
differences that may appear are attributable to changes in opinion or perception rather than a
change in the survey instrument.

A key changein Y ear Five was that the survey was converted from paper to electronic
format. Booz Allen hosted the survey on one of its servers, and distributed an email message
with ahot link to the web site to all Demonstration Project participants (i.e., Demonstration
Group participants and Comparison Group participants). Employees were asked to complete
the survey within two weeks of receiving the email message. A reminder email was sent
midway through the administration period. Booz Allen analyzed the survey data and only
reported out survey resultsin the aggregate. (See Appendix C for survey materials.)

One advantage of survey datais that they provide information on employee attitudes and
opinions that can be generalized to all Demonstration Group and Comparison Group
participants. This generalization is possible due to the large number of surveys returned by
each group. In total, 2,038 Demonstration Project participants returned the Summative Y ear
Survey (Y ear Five), for an overal (across both groups) response rate of 43 percent. This
response rate is an improvement over all previous survey administrations as shown in Table
3-4. Thisincrease in the responserateis likely attributable to the conversion to a web-based
administration method.

Table 3-4. Survey Response Rates

Demonstration Group Comparison Group
Vel Participants Respondents Participants Respondents
Respondents P P P P

Summative 1,261 777
Year * 2,038 2,914 (43%) 1,805 (43%)
Operational 1,112 609
vear 1,721 2,781 (40%) 1,808 (34%)
Implementation 935 503
Year 1,438 2,697 (35%) 1,707 (29%)
Baseline 1,024 512
vearl4 1,536 2,649 (39%) 1,633 (31%)

* The total number of participants reported here for the Summative Year survey reflects the numbers reported by the
participating organizations at the time of survey administration. Therefore, these numbers vary from the total
number of participants in the objective data files provided to Booz Allen for Year Five analyses. (Demonstration
Group: 2,914 versus 3,072 participants;, Comparison Group: 1,805 versus 1,811 participants)

14 A firm other than Booz Allen administered the Basdline Survey prior to the start of the Demonstration Project.

3-4 Summative Year Technical Report



DoC Personnel Management Demonstration Project FINAL REPORT

3.3.1. Demonstration Group and Comparison Group survey respondents were reasonably
similar.

The strength of the survey datais also determined based on the degree to which the survey
respondents are reasonably similar to the overall populations of Demonstration Project
employees that they represent. Table 3-5 illustrates the similarity in the demographic
characteristics (e.g., gender, race/ethnicity) of survey respondentsin the Demonstration and
Comparison Groups. The table confirms the basic similarity in the demographic profiles of
the Demonstration and Comparison Groups, which isimportant for establishing the validity
of the Comparison Group used in this evaluation.

One demographic characteristic on which the numbers diverge is supervisory status. This
difference likely reflects a difference in how supervisors were defined on the survey versusin
the objective datafile. The survey allowed respondents to self-report on one of four options:
non-supervisory worker, team leader, first-line supervisor (give performance appraisals), and
manager (you supervise at least 1 supervisor). All but the first category were treated as
supervisors for the survey data analysis. In contrast, the objective data file contains only two
options — supervisor or non-supervisor. While this difference is noted, it is not expected to
have an impact on the analyses or the results, particularly because most analyses examine
supervisors and non-supervisors separately.
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Table 3-5. Comparison of Survey Respondents to All Participants

Demonstration Group Comparison Group
Participants Respondents Participants Respondents
OVERALL 3,072 1,261 (41%) 1,811 777 (43%)
GENDER
Male 1,806 (59%) 709 (57%) 1,158 (64%) 454 (59%)
Female 1,266 (41%) 536 (43%) 653 (36%) 311 (41%)
RACE/ETHNICITY
Caucasian 2,452 (80%) 1,024 (82%) 1,572 (87%) 653 (87%)
African-American 378 (12%) 110 (9%) 77  (4%) 26  (3%)
Asian or Pacific Islander 139 (5%) 52 (4%) 108 (6%) 53  (7%)
Native American 13 (1%) 12 (1%) 8 (<1%) 5 (1%)
Hispanic 90 (3%) NA 46  (3%) NA
Other NA 44 (4%) NA 18 (2%)
HISPANIC ORIGIN
Hispanic origin NA 46  (4%) NA 28 (4%)
Non-Hispanic origin NA 1,139 (96%) NA 687 (96%)
SUPERVISORY STATUS
Non-Supervisory Employee 2,703 (91%) 897 (71%) 1,653 (91%) 585 (75%)
Supervisory Employee 276  (9%) 364 (29%) 158  (9%) 192 (25%)
PAY GRADE - GS & GM SCHEDULE
1 1 (<1%) 5 (1%)
2 2 (<1%) 1 (1%)
3 3 (<1%) 3 (1%)
4 20 (1%) 7 (%)
5 35 (2%) 15 (2%)
6 55 (3%) 26  (4%)
7 153  (8%) 63 (9%)
8 34 (2%) 16 (2%)
9 220 (12%) 77 (11%)
10 13 (1%) 8 (1%)
11 376 (21%) 125 (17%)
12 364 (20%) 152 (21%)
13 274 (15%) 107 (15%)
14 169  (9%) 62 (9%)
15 92  (5%) 55 (8%)
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Table 3-5. Comparison of Survey Respondents to All Participants (continued)

Demonstration Group Comparison Group
Participants Respondents Participants Respondents
ZP 1,861 (63%) 810 (65%)
zT 194 (7%) 57  (5%)
ZA 549 (19%) 267 (22%)
PAS 361 (12%) 110  (9%)
PAY BAND
I 61 (2%) 8 (1%)
Il 363 (12%) 152 (12%)
1] 965 (33%) 440 (36%)
v 1,267 (43%) 515 (42%)
Y, 309 (10%) 114 (9%)
Notes:

For some demographic items on the survey (e.g., gender), not all respondents provided a response. Percentages are
based on the number of respondents who provided responses.

2. NA = Not available. Race/ethnicity data were captured differently in the survey and the objective data file. Inthe
survey, Hispanic was not included as an option in the race/ethnicity question; rather it was a separate yes/no question.
In the objective data file, Hispanic was an option in the race/ethnicity question. In addition, no “ other” option was
offered. Please note that race/ethnicity will be captured differently in Years Sx-Ten and in line with current EEOC
thinking about categories.

3.3.2. Survey results are presented throughout the report, highlighting between group and
across time findings.

In the “Findings and Conclusions’ section, Y ear Five survey data are presented in table
format to facilitate understanding. These tables show the percentage breakdown of responses
from Demonstration and Comparison Group survey respondents, with a column indicating
whether there is a statistically significant difference in their responses. In addition, responses
of supervisory and non-supervisory employees are reported separately where there are
statistically significant differences between them.

Technological difficulties resulted in the loss of datafor six survey items (15, 39, 142, 143,
144, and 145). However, we found that this did not have an impact on the ability to draw
conclusions from the survey data overall.

For the preliminary data analyses, Booz Allen generated cross-tabulations and performed
statistical tests (e.g., t-tests) to determine whether differences between groups
(Demonstration Group versus Comparison Group, SUpervisors versus non-supervisors) were
statistically different. Thisinformation is presented in table format throughout the report.

For selected survey items, Booz Allen performed trend analyses, which are displayed asline
chartsin the appropriate sections of the “Findings and Conclusions.” Theitemsthat are
presented in this fashion are the same items for which trend analyses were performed in Y ear
Three.
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3.4. Booz Allen used objective personnel data to measure the impact of the
Demonstration Project's interventions.

Objective data analyses played amgjor role in the assessment. Whereas interview, focus
group, and survey data provided a wealth of information about perceptions, we relied on the
objective data analyses for more factual information. To maintain consistency, nearly the
same data elements and data analyses were used as in past years.

3.4.1. Personnel data, including performance, compensation, and demographic data, were
collected.

For the Y ear Five Report, Booz Allen collected and analyzed objective data contained in a
datafile presented to us by DoC, which relied upon data from NFC’s Payroll/ Personnel
System. The personnel data pertained to performance, compensation, and demographics for
the time period April 2002 to March 2003 for both the Demonstration Group and the
Comparison Group. Table 3-6 shows the objective data elements that were included in the
analyses.
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Table 3-6. Objective Data Elements

Objective Data Elements

e  Social Security Number e Performance-based bonus date

e Gender e Step increase (Comparison Group)

e Race e  Quality step increase (Comparison Group)

e Birth date e Increase for promotion to grade within band

e Veteran status (Comparison Group)

e Education e Performance bonus date (month and year)

e  Organization/Unit e Performance bonus amount

e Occupational series e Retention payment amount

e Hire date (starting date with DoC unit) * Retention allowance date

e Hire code e Recruitment payment amount

 Date entered Demonstration Project *  Recruitment payment date
(Demonstration Group) o Eligibility for 3-year probation

e Career path (equivalent for Comparison Group) e Probation begin date

e Pay band (equivalent for Comparison Group) e Probation end date

e Interval (equivalent for Comparison Group) e Hire probation

e  Supervisory status (supervisory employee/ e Promotion during Year Five
non-supervisory employee) e Promotion date

» Base pay/Salary as of 11/30/02 e Pay band after promotion (equivalent for
(Demonstration Group) Comparison Group)

 Base pay/Salary as of 3/31/03 (Comparison e Interval after promotion (equivalent for
Group) Comparison Group)

e Bonus, other e Reemployed

e Bonus, other date e  Salary increase

» Bonus, special e Salary increase at promotion

» Bonus, special date e  Salary after promotion

o Eligibility for performance rating in Year Five e Separation date

(Demonstration Group)
e Performance appraisal score

e Performance-based pay increase
(Demonstration Group)

Performance-based bonus

e Type separation

e  Separation salary

e  Special bonus

e Special bonus date

e Switched career paths during Year Five

3.4.2. In the Demonstration Group, analyses that relied on performance rating data were
based on the data of 2,723 participants.

Objective data analyses that rely on performance rating data were performed on the number
of Demonstration Group participants who were eligible for a performance rating and for
whom sufficient datawere available; in Y ear Five, this number was 2,723. 2,723 of the
3,072 Demonstration Group participants received performance ratings of “E,” eligible, and
also received performance scores of 40 or greater. This number is sufficiently largeto
provide for robust analyses.
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Employeestypically receive performance ratings of either “E” for eligible or “U” for
unsatisfactory. Performance rating ineligibility refersto people who were recently hired (for
whom an “N” rating was designated), employees on performance improvement plans (for
whom a“P” rating was designated), employees who separated from the Demonstration
Project during the performance year, and individuals in employment categories not eligible to
be rated (e.g., students).

There were four categories of individuals who were not included in these analyses. One,
individuals who received performance ratings of “E,” for eligible, but were coded as having a
performance score of 0 (two cases). Two, individuals who were ineligible to receive a
performance rating (and were coded as having a performance score of 0) (335 cases, all of
whom received “N” ratings). Three, individuals who wereineligible to receive a
performance rating (and for whom performance score data were missing) (one case, who
received a“N” rating). And four, individuals for whom performance rating data (i.e.,
eligibility versusineligibility) were missing (11 cases). Table 3-7 summarizesthis
information.

Table 3-7. Demonstration Group Participants in the Database

Eligible rating; performance scores of 40 or above Included 2,723
Eligible rating; coded as a 0 performance score Excluded 2
Ineligible rating; coded as a 0 performance score Excluded 335*
Ineligible rating; no performance score Excluded 1
No eligibility rating; coded as a 0 performance score | Excluded 11

Total 3,072

Note: 182 of the 335 are new hires
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3.4.3. Inthe Comparison Group, analyses that relied on performance rating data were
based on the data of 1,589 participants.

InYear Five, 1,589 of the 1,811 Comparison Group participants were eligible for a
performance rating. The remainder were ineligible for performance ratings for a variety of
reasons. recent promotion, new hire, student/faculty/co-op status, on a performance
improvement plan, or left prior to receiving a performance rating. Table 3-8 shows a
breakdown of the Comparison Group participants. Note that of the 1,589 who were eligible,
33 were excluded due to missing data.

Table 3-8. Comparison Group Participants in the Database

Eligibility
Code

0 Eligible Included 1,556

0 E\I/:/%:Pcll?,o?lkj)t)ﬁlfsmg data (e.g. salary increase, Excluded 33

1 Ineligible — recently promoted Excluded 46

2 Ineligible — new hire Excluded 133

3 Ineligible — student/faculty/co-op status Excluded 1

4 Ineligible — on a performance improvement plan Excluded 0

5 Ineligible — left prior to receiving rating Excluded 42
Total 1,811

3.4.4. Both descriptive and inferential statistics were used to analyze the Demonstration
Project's objective data.

Descriptive and inferential statistics were used to analyze the objective personnel data.
Descriptive statistics (e.g., frequencies, cross-tabulations, and means) were used to present
information about performance scores, pay increases, and bonuses. Inferential statistics (e.g.,
t-tests, correlations, regression analyses) were used to test the statistical significance of
relationships (e.g., between performance scores and pay increases). Inferential statistics were
also used to test differences in mean performance payouts to members of protected classes
(minorities, females, and veterans). The specific inferential statistics used were ANOVA
(analysis of variance—used to test differences in means) and ANCOVA (analysis of
covariance—used to test differences in means while controlling for other factors). Appendix
D-1 presents afull description of the ANCOVA process and results as they relate to
protected classes.
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3.5. Booz Allen collected HR summary data from the participating
organizations as an additional means of tracking and analyzing data on
the use of the Demonstration Project interventions.

Booz Allen collected summary level HR data from the participating organizations as an
additional source of information regarding the use of the Demonstration Project

interventions. Each participating organization in the Demonstration Group and the
Comparison Group was asked to submit data pertaining to classification actions, performance
rating grievances, and hiring methods used.

3.6. Booz Allen collected site historian logs, which provide context for the
experiences and perceptions of Demonstration Project participants.

Site historians were designated in all the Demonstration Group and Comparison Group
organizations. The site historians provided information on events that occurred during the
specified timeframe (April 1, 2002 to March 31, 2003) that may have impacted the
interventions implemented under the Demonstration Project. Appendix E provides a
summary of the information reported by site historians during Y ear Five.

When performing analyses, we considered how the information conveyed in the site historian
logs may impact findings. For example, site historian logs provided information on: 1) the
transformation of ESA Headquarters from a 5-point to a 2-point performance appraisal
system, 2) the challenges faced in implementing the web-based Automated Classification
System and the resultant impact on hiring, and 3) successes in improving the Performance

Payout System.

3.7. Booz Allen collected cost data to determine the extent of the costs of
operating the Demonstration Project.

In Y ear Five, Booz Allen collected cost data to address the OPM research question, “What
was the cost of the project?” We requested data from DoC on the costs associated with
implementing, evaluating, and operating the Demonstration Project. Given that DoC had
recently provided cost information to the Government Accounting Office for areport on
Demonstration Projects, these data were readily available and provided to Booz Allen. Booz
Allen also reviewed information in the December 1997 Federal Register notice (displayed in
Appendix A-1) in regards to budget discipline.
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4. FINDINGS AND CONCLUSIONS

This chapter presents Booz Allen’ s findings and conclusions regarding the major
interventions that are being tested during the Demonstration Project. Each sectionis
dedicated to a set of interventions. Each conclusion is explained and then followed by
findings that are supported by interview themes, focus group themes, survey results,
objective data analyses, and/or summary HR data analyses.

4.1. Survey results continue to show that the Demonstration Project has not
had a negative impact on employee satisfaction and satisfaction with
the Demonstration Project itself has improved over time.

A series of survey items evaluated the impact of the Demonstration Project on employee
satisfaction. Overal, the Y ear Five findings were consistent with Year One and the Y ear
Threein that: one) there were few differences between Demonstration Group and
Comparison Group participants perceptions of their work environment, and two)
supervisory employees had more positive opinions about their work environment than did
non-supervisory employees. Moreover, trend analyses across the years showed stability for
certain survey items (e.g., satisfaction with the work environment, job satisfaction) and
positive upward trends for other survey items (e.g., favorability toward the Demonstration
Project, ability to attract high quality candidates). The findings below detail how the
Demonstration Project has had an impact on employee perceptions of their work satisfaction.

4.1.1. Demonstration Group and Comparison Group participants perceive their work
environment similarly; however, supervisory employees and non-supervisory
employees’ perceptions often differ.

Asdisplayed in Table 4-1, there are few differencesin perceptions of the work environment
between Demonstration Group and Comparison Group participants. The two groups
responded similarly on questions that pertained to supervisor trust, job satisfaction, person-
job fit, attraction of high quality candidates, and fairnessin job competition. Thisis
consistent with the Y ear One and Y ear Three survey results and seems to indicate that the
Demonstration Project has had little impact on either satisfiers or dissatisfiers in the work
environment. Given that the Demonstration Project interventions are designed to improve
job performance, and not necessarily job satisfaction, thisis not a problematic finding.

Consistent with Y ear Three survey results, the two groups differed on only two survey items;
in each case, Demonstration Group participants responded more positively than Comparison
Group participants. Fewer Demonstration Group participants believe that employees |ose out
when changes are made in the organization, afinding that is not surprising given that these
individuals have experienced and benefited from the Demonstration Project, which, in itself,
isan organizational change. The second survey item on which they differed pertained to
favorability with the Demonstration Project, where 57 percent of Demonstration Group
participants (compared with only 35 percent of Comparison Group participants) expressed
favorability.
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The results also show that, consistent with Y ear One and Y ear Three, supervisors and non-
supervisors responded differently to nearly all of these survey items. In every case,
supervisors responded more positively than non-supervisors, afinding that is consistent
within both the Demonstration Group and the Comparison Group.

Table 4-1. Survey Results — Employee Opinions of the Work Environment1d

Demo. Group Comp. Group Demo.
VS.
Total (N) (S) |Tota (N)  (S) Col'gp-
114. | have trust and confidence in my o Disagree S 21%  16% ply significant | . NO
su ; Neither disagree nor agree ~ 16% 17% 14% 17% . significant
pervisor. difference diff
Agree  64%  62%  70%  68% ifrerence
115. In general, | am satisfied with my Disagrec BESEENN 14%  10% NEERE 11% 7% No

Neither disagree nor agree ~ 16% 17% 13% 15% 17% 11% | significant

job. diff
Agree  71%  69%  T7%  75% @ 72%  82% | difference

Disagree  13%  15% 9%  11%  14% 4% No
Neither disagree nor agree ~ 10% 12% % 10% 12% 5% significant
Agree  76%  73%  84%  78%  74% 919 | difference

116. My job is a good match for my
skills and training.

Disagree ~ 18% 19% 16% 17% 20% 10% No

119. Competition for jobs here is fair . .
Neither disagree nor agree ~ 31% 35% 20% 30% 34% 21% | significant

and open. difference
Agree  51% 46% 64% 52% 47% 69%

120. When changes are made at my Disagree ~ 34% 31% 43% 29% 23% 47% Sianificant
organization, the employees Neither disagree nor agree ~ 41% 44% 35% 46% 51% 31% di?ference
usually lose out in the end. Agree  24% 25% 22% 25% 26% 22%

121. | am in favor of the Demonstration Disagree NEECH 21%  17% HECEAE 26%  20% Significant
Project. Neither disagree nor agree ~ 23% 25% 16% 40% 44% 31% | gifference

Agree  57% 53% 67% 35% 30% 50%

(N) = Non-Supervisors; (S) = Supervisors; Total = Responses of non-supervisory and supervisory employees combined
Percentages may not add to 100 due to rounding

4.1.2. Over time, Demonstration Group participants’ satisfaction with their work
environment and jobs has remained stable.

Asdisplayed in Table 4-2, satisfaction with the work environment remained high (over three-
quarters of respondents reported that they are satisfied) and relatively constant over the years
among the Demonstration Group participants and among the Comparison Group participants,
with the Comparison Group participants reporting slightly higher levels of satisfaction. The
trend data for non-supervisory employees mirrors the results overall. However, the results
for supervisory employees varies with Demonstration Group supervisory employees
remaining relatively stable in their perceptions and with Comparison Group supervisory
employees showing higher levels of satisfaction with the work environment (except for a
downtrend in Y ear Three which brought satisfaction levelsin line with the Demonstration
Group participants).

15| this table and those that follow, non-supervisory (N) and supervisory (S) percentages are shown only when differences
in the distribution of responses between these two groups were found to be statistically significant at the p<.05 level.
(This means that, with 95 percent confidence, these differences are real and not due to chance.)

16 | this table and those that foll ow, this column reports whether there was a statistically significant difference between the
total responses of the Demonstration Group and the total responses of the Comparison Group. The customary p<.05
level was used to test for a statistically significant difference. “ Sg. Diff.” indicates that we can be reasonably certain
that a difference exists between the two groups.
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Table 4-2. Change Over Time — Employee Satisfaction with the Work Environment1/

In general, | like working here. (OVERALL)
100% -
N 90%
'g 83%
0
> 80% 78% .
< 80% = . -="
(8] = -
j=2)
< 76% 76% 7%
s 70% 4
[
°
&
60% A ~—&— Demo. Group
= ® =Comp. Group
50% T T 1
Year 1 Year 3 Year 5
In general, I like working here. (NON-SUPERVISORS) In general, | like working here. (SUPERVISORS)
100% -+ 100% -+
92% 91%
= [ ]
. 90% - . 90% - ~ . . -
3 81% 9 ~., .
o 78% =
< 80% 1 = 76% .--" < 80% 4 84%
3 -~ =T 3 81% 80%
©
g 70% A 74% 75% 75% £ 70% +
S 8
g g
60% ——e— Demo. Group 60% 1 —— Demo. Group
= ® =Comp. Group = B =Comp. Group
50% : . , 50% : . .
Year 1 Year 3 Year 5 Year 1 Year 3 Year 5
Demo. Group Comp. Group
Total  (N) (S) | Total (N) S)
YEAR FIVE

Disagree 9%  10% 8% 6% 7% 3%
Neither disagree nor agree ~ 14%  15% 13% 11% 12% 6%
Agree  77% 75% 80% 83% 81% 91%

YEAR THREE
Disagree 10% 10% 8% 11% 12% 11%
Neither disagree noragree ~ 13%  13% 10% 13% 13% 9%
Agree  78% 76% 82% 76% 75% 81%

YEAR ONE
Disagree  10% 11% 7% 10% 11% 4%
Neither disagree nor agree ~ 14%  15% 9% 10% 12% 4%
Agree  76% 74% 84% 80% 78% 92%

117. In general, | like working here.

BASELINE
Disagree 9% 8%
Neither disagree nor agree ~ 14% NA 14% NA
Agree  77% 79%

(N) = Non-Supervisors; (S) = Supervisors; Total = Responses of non-supervisory and supervisory employees combined
NA = Baseline data were not available broken out by supervisor and non-super visor
Percentages may not add to 100 due to rounding

17 \n this table and those that follow in which we present data across years, every effort has been make to ensure
consistency in data reporting. Minor inconsistencies may have occurred as a result of standard data management and
cleaning procedures; however, we do not believe that any changes have had a meaningful impact on the results
presented.
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Asdisplayed in Table 4-3, job satisfaction has also remained relatively constant over the
years among the Demonstration Group participants and among the Comparison Group
participants. Moreover, job satisfaction levels were reasonably similar between the two
groups. Examining the trend data among non-supervisory employees alone and among
supervisory employees alone show similar patterns, with the exception of a spikein job
satisfaction among Demonstration Group supervisory employeesin Y ear Three.

Table 4-3. Change Over Time — Job Satisfaction

In general, | am satisfied with my job. (OVERALL)
100% -

90% -

©
8
(=]
< 80% A 75%
% 2% 70% 70% . n
2 70% 4 - - -8 . - =
[}

71%
g 70% 68% 8%
o

60% - ——&— Demo. Group

= ® =Comp. Group
50% T T T d

Baseline Year 1 Year 3 Year 5
In general, | am satisfied with my job. (NON- In general, | am satisfied with my job. (SUPERVISORS)
SUPERVISORS) .
100% - 100% -
90%
. 90% A
o 90% y 82%
= 5 78% ..
< 80% oo i 80% e
© o 0 » -
E 70% A 66% 69% - =0 g 70% - 75% 7%
b o 0 8
© 69% =z
& 60% 67% o Demo. Group & 60% ——e—— Demo. Group
= ® =Comp. Group = ® =Comp. Group
50% T T . 50% T T 1
Year 1 Year 3 Year 5 Year 1 Year 3 Year 5
Demo. Group Comp. Group
Total (N) (S) | Total (N) (S)
YEAR FIVE
Disagree  13% 14% 10% 10% 11% 7%
Neither disagree nor agree  16%  17% 13% 15% 17% 11%
Agree  71% 69% 77% 75% 72% 82%
YEAR THREE
Disagree  15%  16% 6% 19% 20% 16%
Neither disagree nor agree ~ 15%  15% 5% 13% 14% 10%
Agree  70% 69% 90% 68% 67% 75%
115. In general, | am satisfied with my job. YEAR ONE
Disagree  18% 19% 10% 17%
Neither disagree nor agree = 14%  15% 12% 13% NA
Agree  68% 66% 78%  70%
BASELINE
Disagree ~ 15% 15%
Neither disagree nor agree ~ 15% NA 13% NA
Agree  70% 72%

(N) = Non-Supervisors; (S) = Supervisors, Total = Responses of non-supervisory and supervisory employees combined
NA = Baseline data were not available broken out by supervisor and non-supervisor; Year One data were not available

broken out by supervisor and non-supervisor for the Comparison Group
Percentages may not add to 100 due to rounding
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4.1.3. The current favorability level in the Demonstration Group is on par with other
Demonstration Projects.

Asdisplayed in Table 4-4, over time, an increasing percentage of the Demonstration Group
participants felt favorably about the Demonstration Project, with 57 percent currently
favorable. This57 percent favorability level ison track for achieving a Demonstration
Project favorability benchmark set by previous Demonstration Projects, such as China Lake
and NIST, which tended to achieve (and level out at) favorability ratings of 66-70 percent
after five or six years!8. Supervisors continue to be somewhat more favorable than are non-
supervisors. Not surprisingly, the Comparison Group participants favorability ratings have
not reached the same levels, though an increasing percentage of participants gained a
favorable perception over time.

18 source: DoD S&T Rei nvention, Laboratory Demonstration Project, Summative Evaluation 2002, page Xiii.
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Table 4-4. Change Over Time — Favorability Toward the Demonstration Project

I am in favor of the Demonstration Project. (OVERALL)
70% -
——&— Demo. Group
L eond 0® = Comp. Group 57%
2
(=)
< 50% -
-GJ
g
£ 40% -
[
o
€ 0% 5% ’
° 22% 23% o ’
B e . g e’
20% r = T T |
Baseline Year 1 Year 3 Year 5
I am in favor of the Demonstration Project. I am in favor of the Demonstration Project.
(NON-SUPERVISORS) (SUPERVISORS)
70% - 70% - 67%
——&— Demo. Group 63%
5, 60% = ® =Comp. Group s . % | 5:%/’/’
aEJ, g 50%
< 50% - 44% < 50% - A
g g .’
I & .
€ 40% - 35% < 40% A -
g 0 ; 30% g o 32% - - _3:%' ‘
& 30% 4 . n c‘xl.) 30% A B--- ~——e—— Demo. Group
20% 200 .= - ® =Comp. Group
20% » . = : . 20% T T ]
Year 1 Year 3 Year 5 Year 1 Year 3 Year 5
Demo. Group Comp. Group
Total (N) (S) | Total (N) (S)
YEAR FIVE
Disagree  20% 21% 17% 25% 26% 20%
Neither disagree nor agree  23%  25% 16% 40% 44% 31%
Agree  57% 53% 67% 35% 30% 50%
YEAR THREE
Disagree 29% 30% 23% 24% 24% 25%
Neither disagree nor agree  24%  26% 14% 53% 56% 42%
) ] Agree  48% 44% 63% 23% 20% 34%
121. :Dam in favor of the Demonstration YEAR ONE
roject. Disagree  32% 34% 18% 17% 16%  20%

Neither disagree noragree  30% 31% 25% 61% 63% 47%
Agree  38% 35% 57% 22% 20% 32%

BASELINE
Disagree ~ 26% 13%
Neither disagree nor agree ~ 37% NA 63% NA
Agree  37% 25%

(N) = Non-Supervisors; (S) = Supervisors, Total = Responses of non-supervisory and supervisory employees combined
NA = Baseline data were not available broken out by supervisor and non-supervisor
Percentages may not add to 100 due to rounding
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4.2. Demonstration Group participants continue to view greater potential for
career progression than do the Comparison Group participants.

For Demonstration Group participants in the Demonstration Project, comparable occupations
that could be treated similarly for classification, pay, and other purposes were aggregated
into career paths. The change to career paths, along with broadbands and Departmental
broadband standards, were expected to simplify, speed up, and improve the quality of
classification.

While survey data continue to suggest that Demonstration Group participants feel more
positively about their potential for career progression under the Demonstration Project, focus
group data indicate employee concerns still remain about career pathing and itsimpact on
career progression.

As presented in Table 4-5, survey results indicate differences between the Demonstration
Group and Comparison Group respondents’ outlooks regarding career progression.
Demonstration Group respondents were generally more favorable about their likelihood for
career advancement than were Comparison Group respondents. For example, a higher
percentage of Demonstration Group respondents perceived that their current job
classification system has enhanced their career progression. In contrast, Comparison Group
participants were more likely to express that the current job classification system has limited
their career advancement.

Table 4-5. Survey Results — Career Progression/Career Paths

Demo. Group Comp. Group Demo.
VS.
Total  (N) (S) | Total  (N) (S) Comp.

23. The current job classification Disagree = 49%  44%  61%  42%  38%  S3% |
system at my organization has Neither disagree nor agree =~ 23% 24% 21% 26% 29% 17% i:gg'rf(';ag
limited my career progression. Agree  28%  32%  18% = 33%  34%  29%

24. The current job classification o Disagree \S2BIOR 3% 20% BSME | o signifcant | Significant
system at my organization has Neither disagree nor agree =~ 41% 41% 41% 41% difference difference
enhanced my career progression. Agree  31%  28%  38%  26%

25. | am satisfied with my chances of Disagree (38005 42%  28% [HAS¥E 45%  39% No
getting a promotion. Neither disagree nor agree ~ 24% 24% 24% 21% 23% 17% | significant

Agree  38%  34%  49%  35%  33% 45y | Cifference

(N) = Non-Supervisors; (S) = Supervisors, Total = Responses of non-supervisory and supervisory employees combined
Percentages may not add to 100 due to rounding
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4.2.1. Demonstration Group participants’ perceptions of the impact of the job classification
system on their career progression have continued to improve over time.

A comparison of survey datafrom Year Oneto Year Threeto Year Fiveindicates a
continuing positive trend in Demonstration Group participants perceptions (both non-
supervisory and supervisory employees) about the favorable impact of the classification
system on their career progression. Additionally, Comparison Group participants
perceptions (both non-supervisory and supervisory employees) continue to indicate an
upward trend as well. Year One survey results indicated that Demonstration Group and
Comparison Group respondents felt ssimilarly about the impact of the classification system on
their career enhancement (see Table 4-6). In Y ear Three survey results produced a different
response pattern in that Demonstration Group respondents’ perceptionsimproved while
Comparison Group respondents remained stable. Y ear Five survey data indicated that
Demonstration Group respondents continued to respond more favorably on the impact of the
classification system on their career advancement than did Comparison Group respondents.
Most striking was the reverse in the perceptions of Comparison Group supervisory
employees. InYear Three, Comparison Group supervisory employees responsesindicated a
declining outlook of the current classification on their career progression. Yet, in Year Five,
Comparison Group supervisory employees indicated a more positive opinion of the
classification systems enhancement on career progression. This difference may suggest that
Comparison Group supervisors no longer feel the constraints of the traditional job
classification system on their career progression to the same degree as they were perceived in
Year Three.
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Table 4-6. Change Over Time — Impact of Classification System on Career Progression

The current job

50% -
40% -
30% -

19%
20% -

Percentage "Agree"

18%
10% -

0%

organization has enhanced my career progression.

classification system at my

(OVERALL)

31%

26%

~——&— Demo. Group
= ® =Comp. Group

Year 1 Year 3 Year 5
The current job classification system at my The current job classification system at my
organization has enhanced my career progression. organization has enhanced my career progression.
(NON-SUPERVISORS) (SUPERVISORS)
50% - 50% -
38%
© 40% o 40% o
] o 31%
(=2 =]
< 30% A < 30% A " . ..
& ] Le == 20
£ 20% A £ 20% -
S ) 3 10% 21%
E 10% 4 16% 18% ——— Demo. Group g 10% A 9% ——— Demo. Group
= ® =Comp. Group = ® =Comp. Group
0% . T , 0% T T |
Year 1 Year 3 Year 5 Year 1 Year 3 Year 5
Demo. Group Comp. Group
Total  (N) (S) | Total (N) (S)
YEAR FIVE
Disagree  28% 31% 21% 32% 35% 25%
Neither disagree nor agree ~ 41% 41% 41% 41% 40% 46%
Agree  31% 28% 38% 26% 25% 29%
YEAR THREE
24.  The current job classification system at my Disagree  30% 32% 20% 41% 42% 38%
organization has enhanced my career Neither disagree nor agree =~ 45%  45% 50% 41% 40% 41%
progression. Agree  25% 24% 31% 19% 18% 21%
YEAR ONE
Disagree  35% 36% 28% 42% 44% 30%
Neither disagree nor agree ~ 47%  45% 53% 39% 40% 38%
Agree 18% 18% 19% 19% 16% 31%

(N) = Non-Supervisors; (S) = Supervisors, Total = Responses of non-supervisory and supervisory employees combined

Percentages may not add to 100 due to rounding
Thisitem was not on the baseline survey

4.2.2. Demonstration Group focus group participants reported mixed feelings on whether or
not career paths have had a positive impact on their ability to advance in their

careers.

In supervisory and non-supervisory employee focus groups, Demonstration Group
participants were asked a related question concerning whether career paths have improved
their career progression opportunities. Two themes emerged, one theme being that career
paths have had no impact on improving their ability to progressin their careers as they would
like. The other theme being that career paths have opened up a broader set of job

opportunities for employees
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4.3. While the delegated classification authority intervention has resulted in
greater managerial involvement, reactions to the classification process
have been somewhat negatively impacted by the introduction of the new
web-based Automated Classification System.

Consistent with Year Three, in Y ear Five results support the continued use of the delegated
classification authority and automated broadband classification system. The delegated
classification authority to managers and automated broadband classification system
interventions were introduced to streamline and improve the efficiency of the classification
process. The delegated classification authority is intended to give managers more control
over classifying the work they supervise. The purpose of the automated broadband
classification system is to make the classification process easier, more expedient, and
minimize the resources needed for classification. Compared to Year Three, Y ear Five
findings indicate that Demonstration Group supervisory employees have a higher level of
dissatisfaction with the position classification procedures, which may be attributable to
concerns about the user-friendliness of the new web-based Automated Classification System.

4.3.1. The delegated classification authority to managers intervention has accomplished
expected results of streamlining and improving the efficiency of the classification
process.

Under the Demonstration Project, delegated classification authority was intended to
accelerate the classification process by giving line managers the authority to classify
positions. Key objectives were to improve the effectiveness of classification decision-
making, require fewer resources, and speed up the classification process. Table 4-7 provides
key themes that emerged from interviews with Human Resources Directors and Staff
concerning classification. Majority opinion indicated that the delegated classification
authority has been successful in meeting its objectives of effectiveness, efficiency, and
expediency.

Table 4-7. Interview Results — Classification19

DEMONSTRATION GROUP

HR Directors and Staff

e The classification system is the same as it was before; there are so many rules that the
process takes way too long

e Yes, faster because the customer makes the classification decision
e Absolutely, HR only has to review the decision

e Yes, faster because the broadbands mean that there are fewer promotions, which results in
less room for disagreement and negotiation

19| this table and similar tables to follow on interview results or focus group results, the major themes presented
represent feedback provided at one or more sessions.
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We also examined data reported by the human resources servicing offices on the average
amount of time needed to produce and classify a position and the average amount of time
needed to process a classification action. Overall, the Demonstration Group reported slightly
faster times for both of these activities. The difference was not more extreme because, over
the life of the Demonstration Project, classification processes have changed for the
Comparison Group aswell. With the advent of PD library, managers in the Comparison
Group now classify approximately 80-90 percent of their positions20; only 10-20 percent
continue to be classified by the human resources servicing office.

4.3.2. Reactions to the web-based classification system continue to be mixed.

Consistent with Year Threefindings, in Y ear Five supervisory employees are using the
Automated Classification System but some are experiencing difficulty. Asdisplayedin
Table 4-8, supervisory focus group participants have mixed views about the Automated
Classification System. InYear Three, concerns were raised about the user-friendliness of the
previous DOS-based classification system. Between Year Three and Y ear Five, DoC
implemented a web-based classification system, which intended to improve the functionality
of the system and further increase the efficiency of the process. In Y ear Five, some
trepidation still remains about the ease of use of the Automated Classification System,
particularly as users adapt to the web-based version.

Table 4-8. Focus Group Results — Classification

DEMONSTRATION GROUP

Supervisory Employees

e Have had problems with new web-based application
e Much improved over the older system

e Is straightforward and easy

e PD library worked; web-based system is unreliable
e Web-based system is easy to use

Site historians a so reported that there were some challengesin their organizations with
getting the web-based classification system fully implemented. They reported that there
were some slowdowns getting the system running due to issues with establishing
programming access levels, organizational coding inconsistencies, and time required to
ensure compliance with the DoC password policy.

20 source: John Hanson, Personnel Officer, NOAA
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4.3.3. Consistent with Year Three, supervisory employees in the Demonstration Group and
Comparison Group have similar perceptions about classification processes.

Asdisplayed in Table 4-9, supervisory employees in both the Demonstration Group and
Comparison Group indicated similar responses to survey items such as clarity and accuracy
of position descriptions, satisfaction with position classifications, and whether or not
approval of position descriptionsis an adversarial process. Some of the similaritiesin
responses may also reflect that, as mentioned previously, Comparison Group Supervisors
have some delegated classification authority in that supervisors are able to choose from
readily prepared classified positionsin the PD library; however, their human resources
offices retain final authority to classify non-PD library positions.

Table 4-9. Survey Results — Classification

Demo. Group Comp. Group Demo.
VS.
Total (N) (S) Total (N) S) Comp.

22. The position description for my Disagree SG%S . 16% o No

. . . : gnificant No significant -
job is clear and accurate. Neither disagree nor agree ~ 18% difference 15% difference ZI'?fmﬁcam
Agree  66% 69% ifference

26. In my organization, jobs are Disagree ~ 26%  27%  21%  26%  27%  23% No
classified fairly and accurately. Neither disagree nor agree ~ 34%  37%  24%  35%  39% 24% | significant
Agree  41%  35%  55% = 39% = 34% 53y | difference

27. Allin all, | am satisfied with the . . Disagree ~ 26% 27% 22% 29% 29% 26% No
position classifications used in my Neither disagree noragree ~ 29%  32%  22%  28%  30%  21% | significant
organization. Agree  45%  41%  57%  44%  41%  53% | diference

127. | have enough authority to Disagree 31% 24% No
influence classification decisions.  Neither disagree nor agree 21% 25% | significant
Agree 42% 509, | difference

128. Getting a position description Disagree 38% 45% No
approved tends to be an Neither disagree nor agree 44% 35% | significant
adversarial process. Agree 18% o0y, | difference

129. | have to devote too much time to Disagree 38% 43% No
position classification procedures ~ Neither disagree nor agree 45% 38% | significant
used in my organization. Agree 17% 189 | difference

130. It takes too long to get Disagree 21% 33% No
classification decisions made in Neither disagree nor agree 45% 34% | significant
my organization. Agree 28% 349, | difference

131. Allin all, | am satisfied with the Disagree 20% 23% No
position classification procedures ~ Neither disagree nor agree 40% 39% | significant
used in my organization. Agree 40% gy, | difference
154. The current pay system requires - Disagree 9% 18% Sigrificant
few classification decisions. Neither disagree nor agree 52% 42% | Gifference

Agree 39% 39%

(N) = Non-Supervisors; (S) = Supervisors; Total = Responses of non-supervisory and supervisory employees combined
Percentages may not add to 100 due to rounding
Items 124-155 were addressed of supervisory employees only
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4.3.4. In Year Five, satisfaction with classification procedures experienced a drop for
Demonstration Group supervisory employees, and to a level comparable to
Comparison Group supervisory employees.

From Year Oneto Year Three, supervisory employees in the Demonstration Group indicated
growing satisfaction with their classification procedures. In comparison, supervisory
employees in the Comparison Group indicated growing dissatisfaction with classification
procedures employed. In Y ear Five, however, Demonstration Group supervisory employees
satisfaction levels declined sharply from Y ear Three and to level a comparable to
Comparison Group supervisory employees (as displayed in Table 4-10). The change in
responses over time may possibly be attributed to the implementation of the web-based
Automated Classification System and the learning curve and technical kinks associated with
the roll-out of a new system.

Table 4-10. Change Over Time — Satisfaction With Classification Procedures

All in all, | am satisfied with the position classification
procedures used in my organization. (SUPERVISORS)
70% -
5w 60% 4 54%
2 49%
< 50%
S S e 40%
° 39% 38%
& 30% 4 ——&— Demo. Group
= ® = Comp. Group
20% : T
Year 1 Year 3 Year 5
Demo. Group Comp. Group
(S) (S)
YEAR FIVE
Disagree 20% 23%
Neither disagree nor agree 40% 39%
Agree 40% 38%
YEAR THREE
131. Allin all, | am satisfied with the position o Disagree 16% 32%
classification procedures used in my Neither disagree nor agree 31% 29%
. . 0 0,
organization. Agree 4% 39%
YEAR ONE
Disagree 20% 25%
Neither disagree nor agree 33% 26%
Agree 47% 49%

This item was addressed by supervisory employees only
Percentages may not add to 100 due to rounding
This item was not on the baseline survey
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4.4. Understanding and acceptance of the new performance appraisal
system continues to improve.

DoC implemented a new performance appraisal system as part of the Demonstration Project.
Initially, Demonstration Group participants seemed to struggle with understanding and
accepting the new process. In Y ear Three, data suggested that Demonstration Group
participants became more educated about how the new performance appraisal system worked
and became more accepting of it. InYear Five, data suggest that Demonstration Group
participants continue to grow more comfortable with the performance appraisal process.
Although progress continues to be made with the process, data suggest that there are still
opportunities for improvement, particularly to make the system more user-friendly.

4.4.1. Demonstration Project participants understand the linkage between their jobs and
the performance appraisal system.

The majority of Demonstration Group and Comparison Group respondents understand the
approach DoC uses to evaluate their performance. Over time, the survey respondents for
both the Demonstration Group and Comparison Group have become increasingly similar in
the comprehension of their respective performance appraisal systems. As Table 4-11
highlights, in Demonstration Group data from Y ear Five indicates a growing level of comfort
with the new performance appraisal system. In fact, employees from the Demonstration
Group understand the Demonstration Project’ s performance appraisal system just aswell as
employees from the Comparison Group under the traditional performance appraisal system.

Differences exist between Demonstration Group and Comparison Group survey respondents
on three items: deflation of performance ratings, what “good performance” means, and
performance evaluation of non-job related factors. These are three items that particularly tap
into the context of a pay-for-performance system wherein greater judgments about
performance must be made.
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Table 4-11. Survey Results — Performance Appraisal System

Demo. Group Comp. Group Demo.
VS.
Total  (N) (S) | Total (N) (S) Comp.
28.  On my job | know exactly what is Disagree ' 1% 16%  1l% %% @ No
expected of me. Neither disagree nor agree ~ 14% 14% 12% 12% diff(grence significant
Agree  72%  69%  77%  75% difference
29. My supervisor gives me adequate - Disagree ~ 18% No significant 16% No significant No
information on how well | am Neither disagree nor agree ~ 17% difference 15% difference ZI‘?fnmcam
performing. Agree  65% 69% ierence
30. | understand the performance Disagree MBS 19% 9% RRM2WN 14% 6% No
i i Neither disagree nor agree ~ 13% 15% 9% 13% 15% 8% | significant
appraisal system currently being
used. Agree  71%  66%  82%  75%  71%  86% | difference
31. My supervisor tends to inflate the Disagree IESSEN S55%  61% HEEEEEN S8%  68% No
performance ratings of the Neither disagree nor agree ~ 34% 36% 30% 32% 35% 26% | significant
employees he/she supervises. Agree 7% 6% 9% 1% 7% 6y | diference
32. My supervisor tends to deflate the Disagree ~ 48%  45%  55%  60%  57%  68% |
performance ratings of the Neither disagree nor agree =~ 39%  41%  34%  35%  37%  29% 3:?1‘2:2?1?:':
employees he/she supervises. Agree  13%  13%  11% 5% 6% 4%
33. My performance rating represents Disagree ~ 20% No significant 1%  18%  14% No
a fair and accurate picture of my  Neither disagree nor agree = 19% diffgrence 21%  23%  15% | significant
actual performance. Agree  61% 62%  58% 719 | difference
34. My performance appraisal takes Disagree | 15%  17%  10% [ 12% No sianificant No
into account the most important Neither disagree nor agree ~ 16% 17% 13% 18% diff(grence significant
parts of my job. Agree  69%  66%  77%  69% difference
35. My supervisor and | agree on Disagrec [NESEE 15% 0% [EEEM 10% % |
what “good performance” on my ~ Neitherdisagree noragree ~ 20%  20%  21%  19%  20%  14% i:?fglrgcrg:
job means. Agree  66% 65% 70% 72% 70% 80%
36. My supervisor evaluates my Disagree ~ 60%  57%  69%  66%
’ . ; : No significant | Significant
performance on things not related Neither disagree nor agree ~ 23% 25% 18% 24% dif‘fgrence di?ference
to my job. Agree  17%  18%  13%  10%

(N) = Non-Supervisors; (S) = Supervisors; Total = Responses of non-supervisory and supervisory employees combined
Percentages may not add to 100 due to rounding
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4.4.2. Performance-related feedback has not increased under the Demonstration Project.

As demonstrated in Table 4-12, there has been aminimal change in responses from Y ear One
to Year Threeto Year Five in perceptions about performance feedback. Although
performance related feedback is strongly encouraged under the Demonstration Project and is
considered to be a cornerstone of the new performance appraisal system, these survey results

suggest that employees are either not getting more feedback (compared to the past and

compared to the Comparison Group) or do not perceive it as such.

Table 4-12. Change Over Time — Performance Feedback

Demo. Group

Comp. Group

Total

(N)

(S)

Total

(N)

(S)

YEAR FIVE

Never
Rarely
Sometimes
Often
Always

7%
25%
41%
23%

4%

8%
24%
42%
22%

4%

5%
27%
38%
26%

4%

6%
22%
43%
24%

5%

7%
22%
42%
23%

6%

4%
22%
46%
25%

4%

Never
Rarely
Sometimes
Often
Always

9%
29%
39%
21%

2%

10%
30%
38%
21%

2%

YEAR THREE

5%
28%
43%
22%

2%

10%
29%
38%
21%

2%

11%
30%
38%
20%

2%

9%
22%
40%
25%

4%

37. How often do you receive feedback from
your supervisor that helps you to

improve your performance? Never

Rarely
Sometimes
Often
Always

7%
32%
39%
19%

3%

8%
32%
37%
20%

3%

YEAR ONE

4%
29%
50%
15%

3%

10%
30%
36%
21%

3%

10%
31%
36%
19%

3%

%
25%
37%
29%

3%

Never
Rarely
Sometimes
Often
Always

10%
28%
41%
19%

3%

BASELINE

NA

8%
30%
36%
22%

4%

NA

(N) = Non-Supervisors; (S) = Supervisors, Total = Responses of non-supervisory and supervisory employees combined
NA = Baseline data were not available broken out by supervisor and non-supervisor

Percentages may not add to 100 due to rounding

4-16

Summative Year Technical Report




DoC Personnel Management Demonstration Project FINAL REPORT

In contrast, when asked about the mechanisms that are in place for providing employees with
performance-based feedback, pay pool managers and rating officials referred to mid-year
meetings, end-of-year meetings, and ongoing feedback (see Table 4-13). Thesefindings, in
combination with the survey findings, suggest that while mechanisms are in place, they are
either not used as prescribed or are not used well. As aresult, employees do not receive
enough feedback that can help them improve their performance.

Table 4-13. Interview Results — Feedback and Input Mechanisms Utilized

DEMONSTRATION GROUP

Pay Pool Managers and Rating Officials
e Through instructions and reminders to Rating Officials to have meetings with their staff
e Mid-year and end-of-year meetings

e Hold meetings with staff before assessment and after assessment; give performance feedback
throughout the year

¢ All hands meetings with division to talk about operating plan, in general; expect Branch Chiefs
to have feedbacks sessions with employees based on accomplishments regarding operating
plan

e Encourage Division Chiefs to be open and honest with staff and encourage staff to submit
record of achievement

4.4.3. Pay Pool Managers and Rating Officials have utilized several methods to achieve
consistency in performance scores.

Asindicated in Table 4-14, Pay Pool Managers and Rating Officials use a variety of
approachesto strive for consistency in employee scores. As the table demonstrates, Pay Pool
Managers and Rating Officials have initiated forma mechanisms to address the issue of
consistency with pay pools and to try to make performance score determinations as fairly as
possible. Some Pay Pool Managers have aso reached out to the Operating Personnel
Management Board (OPMB) to address consistency across pay pools.

Table 4-14. Interview Results — Mechanisms to Avoid Inconsistent Performance Scores

DEMONSTRATION GROUP

Pay Pool Managers and Rating Officials

e Set benchmarks around scores and have one-on-one meetings to gain agreement with Rating
Officials

e Force Rating Officials to submit an average score or close to some average

e Receive a list of staff and their performance scores and look across to ensure appropriateness
and reconcile differences with the relevant supervisor to adjust score accordingly

e Hold mid-year and end-of-year reviews and other occasional meetings throughout the year

e Hold interleaving meetings and discussions with Operating Personnel Management Board to
look across all pay pools and adjust accordingly
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Asdisplayed in Table 4-15, Demonstration Group and Comparison Group supervisory
employees differ in their perceptions about the performance appraisal system. For example,
agreater percentage of Demonstration Group supervisory employees believe that the
performance appraisal system allows them to distinguish between good and poor performers,
which is one indication that the Demonstration Project’ s performance appraisal system has
been effective.

Table 4-15. Survey Results — Performance Appraisal System (Supervisors)

Demo. Group Comp. Group Demo.
VS.
Total  (N) (S) | Total (N) (S) Comp.

124. The performance appraisal o Disagree 11% 31% Significant
system allows me to identify good Neither disagree nor agree 24% 22% difference
and poor performers. Agree 64% 47%

125. The performance appraisal Disagree 18% 14% Significant
system is easy for me as a Neither disagree nor agree 33% 19% | Gifference
supervisor to use. Agree 49% 67%

126. | have met with other supervisors Disagree 28% 42%
and/or our pay pool manager to
establlsh Standard_s to ensure that Neither disagree nor agree 36% 32% | Significant
supervisors are using difference
performance ratings in a
consistent manner with one Agree 36% 26%
another.

(N) = Non-Supervisors; (S) = Supervisors; Total = Responses of non-supervisory and supervisory employees combined
Percentages may not add to 100 due to rounding
These items were addressed of supervisory employees only
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4.4.4. Demonstration Group supervisors’ perceptions about the ease of use of the
performance appraisal system has varied across the years whereas their
understanding of the system have increased over time.

Over time, supervisory employees have varied in their opinions about how easy it isto use
the performance appraisal system enacted as a part of the Demonstration Project (see Table
4-16). Current levels are comparable to baseline (49 percent compared to 45 percent) and are
lower than that of the Comparison Group, which likely reflects the challenges of operating
under amore complex system. However, the lack of improvement over time suggests the
need for further attention to ensure that the system is as user-friendly as possible and that
sufficient education and training are provided.

Table 4-16. Change Over Time — Ease of Use of the Performance Appraisal System

The performance appraisal system is easy for me asa
supervisor to use. (SUPERVISORS)
80% - 75% 73%
... =
5, 70% 1 P s . 6%
[3] - -
> P
< 60% e
-q, 53%,
(=
£ 509% "
@ 52%
5 49%
o 40% 4 45% ~——e— Demo. Group
39% = B =Comp. Group
30% T T T
Baseline Year 1 Year 3 Year 5
Demo. Group Comp. Group
(S) (S)
YEAR FIVE
Disagree 18% 14%
Neither disagree nor agree 33% 19%
Agree 49% 67%
YEAR THREE
Disagree 33% 14%
Neither disagree nor agree 15% 13%
Agree 52% 73%
125. The performance appraisal system is YEAR ONE
easy for me as a supervisor to use. Disagree 35% 17%
Neither disagree nor agree 26% 8%
Agree 39% 75%
BASELINE
Disagree 33% 22%
Neither disagree nor agree 22% 24%
Agree 45% 53%

This item was addressed by supervisory employees only
Percentages may not add to 100 due to rounding
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In contrast, over time, an increasing percentage of Demonstration Group participants

reported that they understand the new performance appraisal system (see Table 4-17).
Current levels now nearly match the levels reported in the Comparison Group in regards to

understanding of their performance appraisal system. The increase in understanding among
the Demonstration Group participants is most noted among non-supervisory employees,
which suggests that efforts to educate them have been having a positive effect.

Table 4-17. Change Over Time — Understanding of the Performance Appraisal System

100% -

90%

80% -

70% -

Percentage "Agree"

I understand the performance appraisal system
currently being used. (OVERALL)

74% 75%

1%

58% »
60% + ™ - ~——o— Demo. Group
58% = B =Comp. Group
50% T T T ]
Baseline Year 1 Year 3 Year 5
| understand the performance appraisal system | understand the performance appraisal system
currently being used. (NON-SUPERVISORS) currently being used. (SUPERVISORS)
100% - 100% -
——e— Demo. Group
89% 89%
w 0% 45 " Toom. Grow W 90% 1 B ---==-B . 86%
o o 0—4*:
£ 80w < 80w 4 86% 86%
» 71% o 82%
j=2) j=2)
£ 70% - 66% 66% . =0 £ 70% -
] B ------n=""" g
& 60% - 66% E 60% - ~——— Demo. Group
61% = ® =Comp.G
53% p. Group
50% . . , 50% . T 1
Year 1 Year 3 Year 5 Year 1 Year 3 Year 5
Demo. Group Comp. Group
Total (N) (S) | Total (N) (S)
YEAR FIVE
Disagree  16%  19% 9% 12% 14% 6%
Neither disagree nor agree  13%  15% 9% 13% 15% 8%
Agree  71% 66% 82% 75% 71% 86%
YEAR THREE
Disagree 20%  23% 8% 14% 16% 4%
Neither disagree nor agree  15%  17% 6% 16% 18% 8%
) Agree 65% 61% 86% 70% 66% 89%
30. lunderstand thle Ee_rformané:e appraisal YEAR ONE
system currently being used. Disagree  25% 29% 8%  14% 15% 6%
Neither disagree nor agree  16%  19% 6% 17% 19% 5%
Agree  58% 53% 86% 70% 66% 89%
BASELINE
Disagree  11% 21%
Neither disagree nor agree =~ 15% NA 21% NA
Agree  74% 58%

(N) = Non-Supervisors; (S) = Supervisors; Total = Responses of non-supervisory and supervisory employees combined

NA = Baseline data were not available broken out by supervisor and non-supervisor
Percentages may not add to 100 due to rounding
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4.5. As occurred in all previous years, the pay-for-performance system
continues to exhibit a positive link between pay and performance.

A series of interventions were implemented during the Demonstration Project to improve the
relationship between high performance and financial reward. These interventionsinclude
performance-based pay increases, performance bonuses, more flexible pay increases upon
promotion, and supervisory performance pay.

There were many positive resultsin Year Five. For example, Demonstration Group
participants fared better than Comparison Group participants in performance-based pay
increases across al five years. Demonstration Group participants also fared better overall,
when pay increases and bonuses/awards were combined. The flexible pay increases upon
promotion intervention seemed to be working effectively. Perceptions about the pay system
(e.g., satisfaction with the pay system) were mixed but showed some improvement from
previous years. The one pay-related intervention that has consistently over the years
demonstrated less success is supervisory performance pay; however, it has been less effective
due to its design than its implementation.
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45.1. A greater range of performance-based pay increases is evident in the Demonstration
Group, compared to the Comparison Group, suggesting an effort to better
differentiate levels of performance.

Objective data show that Demonstration Group participants received salary increases based
on performance ranging from O percent to 15 percent2!, with an average performance-based
pay of 2.75 percent (shown in Figure 6).22 Similar to Y ears Two, Three, and Four23, the
majority of employees (79 percent) received increases between 0 percent and 4 percent. At
the high end, six percent of Demonstration Group participants received percent salary
increases of 6 percent or above providing some indication that managers are taking
advantage of their flexibility to award higher percentage increases to higher performing
employees.

Asreflected in thistable, 372 of the 2,723 Demonstration Group participants did not receive
asalary increase. Itislikely that this group includes individuals whose pay had reached their
pay band maximum rate (i.e., capped employees).

Figure 6. Range of Percent Salary Increases for Demonstration Group Participants

700 -
632 Mean = 2.75
600 T Std. Dev. = 2.19
N = 2,723
§ 500 1
- 372 |
2 400 | 372
L
S
= 300 + 249 258
o
E 200 1 164
100 - 4 g
B3 ; ,
3
B O I 0 I S A B
6.0 8.0

0 01- 10- 20- 3.0- 40- 50- .0- 7.0- .0- 90- 10.0- 110- 120
0.9 19 2.9 3.9 4.9 5.9 6.9 7.9 8.9 9.9 109 119 and

Percent Salary Increase above

Note: This analysisis based on the 2,723 of the 3,072 Demonstration Group participants for whom salary data were
available.

21 Ynless stated otherwi se, referencesin this document to “ percent of salary” or “ pay increase percentage” pertain to
performance-based pay increases from the beginning to the end of Year Five; this concept is not intended to be
synonymous with the “ percent of percent” concept often discussed in the context of the Demonstration Project.

22\t should be noted that the anal yses of pay for performance use the performance-based pay increases; pay increases

associated with the Annual Comparability Increase (ACI) and increases in locality pay are in addition to the
performance-based increase.

23 |n this report, data are often compared to Year Two, Year Three, and Year Four. Because only limited objective data
were available, comparisons are rarely made to Year One.
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For the Comparison Group, we identified the following categories of increases that would be
comparable to the performance-based increases in the Demonstration Group:

e Stepincrease

e Quality step increase

e Increase due to promotion to a grade within the equivalent pay band in the
Demonstration Group.

The distribution of percent salary increases for the Comparison Group is shown in Figure 7.
While percent increases in salary in the Comparison Group are not tied to the performance
rating system, they are presented in this report to establish a pattern for comparison with
percent increases in the Demonstration Group. The percent increases ranged from O percent
to 8 percent, amore limited range than what was evident for the Demonstration Group. The
average percent increase in the Comparison Group was 1.52 percent.

Fifty-four percent of the Comparison Group participants did not receive asalary increasein
Y ear Five (although they received a passing performance rating), which islikely afunction
of the GS system wherein employees at the higher steps of a grade wait two to three years
between step increases. In comparison, only 14 percent of the Demonstration Group
participants did not receive asalary increasein Year Five.

Figure 7. Range of Percent Salary Increases for Comparison Group Participants

900 - 840
_ Mean = 1.52
800 - Std. Dev. = 1.74
200 N = 1,556
(2]
[}
¢ 600
)
o
500 +
5 428
S 400 A ]
3
£ 300 + 234
=]
Z 200 |
100 +
1 0 3 16 3 1 1 0 0 0 0
O T T T T T T == T :I T T T T T T 1
0 01- 10- 20- 30- 40- 50- 60- 7.0- 80- 9.0- 100- 11.0- 120
0.9 1.9 2.9 39 4.9 59 6.9 79 8.9 9.9 109 119 and
Percent Salary Increase above

Note: Thisanalysisis based on the 1,556 of the 1,811 Comparison Group participants for whom salary data were available.
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4.5.2. Over the life of the Demonstration Project, salary increases have been consistently
higher in the Demonstration Group than the Comparison Group.

In Y ear Five, there was avery small increase in the average percent salary increase for the
Demonstration and avery small decrease for the Comparison Group. Figure 8 displaysa
trend analysis of the average percent salary increases in the Demonstration and Comparison
Groups from Y ear One through Y ear Five. This figure depicts how Demonstration Group
average performance-based pay increases have been consistently higher than Comparison
Group average “ performance-based” pay increases across al five years of the Demonstration
Project.

Figure 8. Trend Analysis of Average Percent Salary Increases

3.50 -
: 3.00 - 273 2.86 2 6 2.75
(]
>
& 2.00 - m 1%
n T 1.52 1.52
% 1.50 -| Se, 129 m------ |

~ ’

2 " -
o 1.00 - ~.. 0.6§’ .
g * ‘m’ —— Demonstration Group
z 0.50 1 - -B - Comparison Group

0.00 ‘

Year One Year Two Year Three Year Four Year Five

Note: The Comparison Group Year Two data point was revised in Year Three to reflect a correction in the formula
used to calculate average percent salary increase.

4.5.3. Whether Demonstration Group participants received, on average, more or less than
Comparison Group participants depends on which bonuses and awards are counted.

Demonstration Group bonuses and Comparison Group awards were also compared. The
original intent of this analysis was to only include, for the Comparison Group, those awards
that are performance-driven and are therefore comparabl e to the performance-based bonuses
used in the Demonstration Group. However, two key issues arose in regards to performing
thistype of analysis because it became evident that an appropriate “ match” may not exist.

Oneissueisthat, in the NOAA portion of the Comparison Group (which comprises 97
percent of the Comparison Group), awards occur throughout the rating period rather than at
the end of the rating period. Thus, Comparison Group participants receive awards for service
on specific projects or short periods of performance rather than as recognition for sustained
superior performance for an entire rating period. These awards have been coded in the NFC
system as “ Special Act” awards.

4-24 Summative Year Technical Report



DoC Personnel Management Demonstration Project FINAL REPORT

In contrast, “ Special Act” awards in the Demonstration Group are supposed to be used for
extraordinary service for a specific project and are distinctly different from performance
bonuses. “Specia Act” awards are intended to recognize unusual circumstances in which an
employee went above and beyond assigned duties and responsibilities?4. Asaresult, in past
evaluations, “ Special Act” awards were included in the calculations of average award
percentages in the Comparison Group but were not included in the calculations of average
bonus percentages in the Demonstration Group.

A second issueis that an additional category of cash awards, “ Other Awards,” has
customarily been treated differently in the two groups. This category includes on-the-spot
awards, special Bureau specific awards, and cash-in your account awards. Given that these
are not considered performance-driven, they have not been included in the calculation of
average bonus percentage for Demonstration Group participants; however, they were
included in the calculation of average award percentage for Comparison Group participants.

To address these challenges, in Y ear Five, we address this analysis in two separate ways. As
depicted in Table 4-18, we first performed the analysis as it has been performed in Y ears
One-Four, so as to maintain consistency, have comparable trend data, and be as true as
possible to the concept of performance-driven bonuses/awards (i.e., not including them in the
Demonstration Group calculations). The results of thisanalysis are used in other analysesin
this evaluation (e.g., progression analysis, turnover analysis). We then analyzed the bonus
data for the Demonstration Group again, taking into account “Special Act” awards and Other
Awards. Thisanalysis presents the overall picture of the bonuses/awards received by
Demonstration Group participants and alows inclusion of “Special Act” awards and Other
Awards, given that these are being accounted for in the Comparison Group calculation.

Table 4-18. Bonus Percent Analyses

BONUS ANALYSIS — ORIGINAL BONUS ANALYSIS — EXPANDED
DEMONSTRATION COMPARISON DEMONSTRATION COMPARISON
GROUP GROUP GROUP GROUP
Performance Based Included N/A Included N/A
Bonuses
Special Act Awards Not Included Included Included Included
Other Awards Not Included Included Included Included

24 Although limited use of Special Act and other cash awards was envisioned, management has continued to value these
awards as a form of immediate recognition for special achievements that fall within the scope of assigned duties and

responsibilities.
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The results of the original bonus analysis show that, in Year Five, 90 percent of
Demonstration Group participants received bonuses (i.e., performance-based bonuses).
Bonuses ranged from 0.0 to 12.6 percent of salary for employees receiving bonuses, with an
average bonus of 1.77 percent. Figure 9 displays these results. These data are based solely
on performance-based bonuses.

The results of the expanded bonus analysis show that, in Year Five, 92 percent of
Demonstration Group participants received bonuses (i.e., performance-based bonuses,
Special Act awards, and/or Other Awards). Bonuses ranged from 0.0 to 21.6 percent of
salary for employees receiving bonuses, with an average bonus of 2.22 percent. Figure 9 also
displaystheseresults. The results of the expanded bonus analysis show that, had these two
award categories been included in the Demonstration Group calculations, the average bonus
percentage for the Demonstration Group would increase from 1.77 percent to 2.22 percent.

Figure 9. Range of Bonus Percentages for Demonstration Group Participants

1200 - .. .
1094 O Original Analysis:
Mean = 1.77
1000 - 932 Std. Dev. = 1.30
N = 2,723
]
o 8004 Expanded Analysis:
3 Mean = 2.22
§ 600 549 574 Std. Dev. = 1.88
© N = 2,723
E 425
£ 400 | 364
b4 275
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200 -
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0 - T T = = T =
0 01- 10- 20- 30- 40- 50- 6.0- 7.0- 80- 9.0- 100- 11.0- 120
0.9 1.9 29 39 4.9 5.9 6.9 7.9 8.9 99 109 119 and
Bonus as a Percent of Salary above
Notes:

1. Average bonus percentages are based on actions effective in November 2002, as reported in the Year Five data
file provided by DoC.

2. Thisanalysisis based on the 2,723 of the 3,072 Demonstration Group participants for whom salary data were
available.

3. In Year Five, the analysis of bonus/award data was addressed in two separate ways for the Demonstration Group.
The original analysis was based solely on performance-based bonuses, consistent with previous years. The
expanded analysis was based on all bonuses/awards received by Demonstration Group participants and allows
inclusion of “ Special Act” awards and Other Awards, given that these were accounted for in the Comparison
Group calculation.
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The results of the original bonus analysis show that, in Y ear Five, 74 percent of Comparison
Group participants received awards. Among those who received awards, awards ranged from
0.0 percent to 15.8 percent of salary, as shown in Figure 10. (These are also the results for
the expanded bonus analysis for the Comparison Group.)

Figure 10. Range of Award Percentages for Comparison Group Participants
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Award as a Percent of Salary

Note: This analysisis based on the 1,555 of the 1,811 Comparison Group participants for whom salary data were available.
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4.5.4. Over the life of the Demonstration Project, average bonus percentages have
remained relatively constant among the Demonstration Group.

Figure 11 displays atrend analysis of the average bonus/award percentagesin the
Demonstration and Comparison Groups from Year Oneto Year Five. Over time, average
bonus percentages in the Demonstration Group have remained relatively constant. This
finding is not surprising given that the intent of the intervention isto differentiate and
appropriately reward strong versus weak performance, not necessarily to increase the
amounts distributed for bonuses. Figure 11 also shows the data point (2.22) for the expanded
bonus analysis.

Meanwhile, average award percentages in the Comparison Group remained relatively
constant over Y ears One, Two, and Three, and then increased in Y ear Four to the point
where the Comparison Group’s average award percentages exceeded the Demonstration
Group’ s average bonus percentages. The average award percentages in the Comparison
Group remained similarly highin Year Five.

Figure 11. Trend Analysis of Average Bonus/Award Percentages
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4.5.5. Overall, Demonstration Group participants fared better than Comparison Group
participants when pay increases and bonuses/awards are combination.

One additional way of examining the impact of a pay-for-performance system is to consider
itstotal impact (pay increases and bonuses) on Demonstration Group participants. As
displayed in Table 4-19, Demonstration Group participants received increases and bonuses
that were, on average, 4.52 percent of their salary. In comparison, Comparison Group
participants received increases and awards that were, on average, 3.53 percent of their salary.
Some have speculated that the Comparison Group has sought to increase their award
distributions in the past two years so as to be more competitive with the Demonstration
Project. These results show that, even if this speculation were true, Comparison Group
participants have still not fared as well overall as Demonstration Group participants.

Table 4-19. Comparison of Total Awards in Year Five

Demonstration Comparison
Group Group
Average Performance-Based Pay Increase in Year Five 2.75% 1.52%
Average Bonus/Award in Year Five 1.77% 2.01%
Average Total Awards (Average Performance_-Based P_ay 4.52% 3.53%
Increase Plus Average Bonus/Award Bonus) in Year Five

4.5.6. For both average performance-based increases and average bonuses, the
descending rank order is ZA, ZP, and ZT; ZS were low in the ranks for performance-
based pay increases yet high in the ranks for bonuses.

One of the features of the DoC Demonstration Project is to determine whether NIST
Demonstration Project interventions can be successfully implemented to a wider range of
occupational areas. Therefore, the DoC Demonstration Project was designed to include four
career paths: ZP (Scientific and Engineering), ZT (Scientific and Engineering Technician),
ZA (Administrative), and ZS (Support). While each of these career paths includes arange of
occupations, examining the differences across the career paths provides some indication of
the impact of interventions on different occupational groupings.
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For example, while the results showed that the average performance-based pay increase
across the Demonstration Project was 2.75 percent, results vary within each career path.
Theseresults are displayed in Table 4-20. These findings show that the largest average
performance-based pay increases were experienced by, in descending order, those in the ZA,
ZP, ZS and ZT career paths. Thisorder is nearly consistent with Year Four and the three-
year historical pay increase averages obtained prior to the Demonstration Project for
individualsin these career paths. One exception in Y ear Five, however, isthat ZSand ZT
have reversed order, although the difference between the two is small.

Table 4-20. Average Performance-Based Pay Increase by Career Path

NUMBER OF AVERAGE PERFORMANCE-
CAREER PATH EMPLOYEES BASED PAY INCREASE
ZP 1,745 2.76%
ZT 165 2.07%
ZA 509 3.29%
ZS 304 2.17%
Overall 2,723 2.75%

Notes:

1. Average pay increase by career path were computed for 2,723 of the 3,072
Demonstration Group participants for whom pay band and salary data were available.
2. Average overall pay increase represents a non-weighted average across the
Demonstration Group.

The results showed that the average bonus percentage in the Demonstration Group was 1.77
percent; Table 4-21 displays how the results vary within each career path. These findings
show that the largest average bonuses were experienced by, in descending order, those in the
ZS, ZA, ZP, and ZT career paths; thisis the same order that occurred in Year Four. This
order issimilar to that found for average performance-based pay increases with one
exception: whereas those in the ZS career path received smaller than average performance-
based pay increases, they also received larger than average bonuses. This, too, mirrors the
pattern found in Year Four. A possible explanation is that bonuses may be more generously
awarded in ZS to compensate for smaller performance-based pay increases.

Table 4-21. Average Bonus by Career Path

NUMBER OF
CAREER PATH EMPLOYEES AVERAGE BONUS
zP 1,745 1.57%
ZT 165 1.34%
ZA 509 2.05%
VA 304 2.72%
Overall 2,723 1.77%

Note: Average bonus by career path was computed for 2,723 of the 3,072 Demonstration
Group participants for whom pay band and salary data were available. Average overall
bonus represents a non-weighted average across the Demonstration Group.
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4.5.7. Performance scores have steadily increased over the life of the Demonstration
Project.

Employee performance is measured in the Demonstration Group on a weighted 100-point
scoring system. These scores are then used as the basis for performance-related decisions for
pay and rewards.

Table 4-22 displays the average performance appraisal scoresin the Demonstration Group
over the past five years. These data show that the average score has steadily increased. As
was reported in Y ear Four, the increase in average performance scores can be interpreted in
at least three ways. One, it may suggest that employee performance has improved over the
years. Two, it may be a positive result of the Demonstration Project’s successin eliminating
poor performers, which can improve average employee performance. And three, it may be
indicative of score inflation rather than true performance improvement.

Table 4-22. Average Performance Appraisal Scores Across Years

DEMONSTRATION AVERAGE PERFORMANCE
PROJECT YEAR APPRAISAL SCORES
Year One 82.0 points
Year Two 83.4 points
Year Three 84.3 points
Year Four 85.7 points
Year Five 86.5 points

Note: Average performance appraisal scores are the average number of points
received under the 100-point system.
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We also examined average performance appraisal scoresin Year Five by career path. As
displayed in Table 4-23, these findings show that the highest performance scores were
experienced by, in descending order, those in the ZA, ZP, ZS, and ZT career paths; logically,
this order parallels that which was found for average performance-based increases. This
order varies only slightly from previous years, in which ZT had higher (Y ear Three) or tied
(Year Four) ratings with ZS.

Table 4-23. Average Year Five Performance Score by Career Path

NUMBER OF AVERAGE PERFORMANCE
CAREER PATH EMPLOYEES APPRAISAL SCORES
P 1,745 86.4 points
T 165 84.0 points
ZA 509 88.2 points
ZS 304 84.8 points
Overall 2,723 86.5 points

Notes:

1. Average performance scores by career path were computed for 2,723 of the 3,072
Demonstration Group participants for whom pay band and performance score data were
available.

2. Average overall performance score represents a non-weighted average across the
Demonstration Group.

4.5.8. The link between performance and pay remains evident in the Demonstration Group.

The link between performance and pay is fundamental to the Demonstration Project. Asin
Y ears One, Two, Three, and Four objective data indicated that financial rewards aretied to
job performance during Y ear Five. InYears One, Two, and Three, Booz Allen used
correlation analysis as a broad measure of the relationship between pay and performance
score. While this analysis was one of many analyses conducted to better assess the impact of
performance on pay, it did not incorporate other factors that could impact pay progression.
For thisreason, in Y ears Four and Five Booz Allen conducted a regression analysis? to
replace the correlation analysis. The results of the regression analysis (presented in
Appendix D-1) show that performance score had a stronger impact on performance-based
pay increase than any other factor examined.

The results of the regression analysis provide support for a pay and performance link within
the Demonstration Project by demonstrating that performance score is a key factor
influencing pay. These results aso show that the Demonstration Project is operating as
intended because the system is designed to ensure a high degree of linkage between pay and
performance. In fact, the payout procedures are designed to ensure that no employee
receives arelative salary increase that is greater than that which someone with a higher
performance score receives.

25 Regression analysisis a similar, but more complex, analysis than correlation analysis in that regression analysis also
measures the impact of other factors on the key relationship (e.g., the relationship between performance and pay). For
this evaluation, a type of regression called “ stepwise regression” was conducted using end salary as the dependent
variable.
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In addition to the regression analysis, a second analysis was performed to examine the
relationship between pay and performance. In theory, under a pay-for-performance system,
better performers should receive higher percentage pay increases. Conversely, lower
performers are more likely to receive alow increase or none at all.

Table 4-24 shows additional support that thisis continuing to happen in the Demonstration
Group. InYear Five, for the most part, participants with higher performance scores were
more likely to receive pay increases than were those with lower performance scores. One
exception isaminor difference between those in the 90-100 and 80-89 performance score
category; however, the lower percentage of employees who received pay increasesin the 90-
100 performance score category could possibly be explained by two contributing factors:
one, employees who have reached the top of their pay bands and two, employees who did not
receive apay increase due to having received a promotion or pay adjustment (within band)
within the previous 120 days. Clearly, participants with higher performance scores received
larger pay increases than those with lower performance scores. Thisfinding is consistent
with the tenets of a pay-for-performance system.

Table 4-24. Performance Score Category and Performance-Based Pay Increases Among Demonstration
Group Participants

PERCENTOF | poorervance.
PERFORMANCE EMPLOYEES
NUMBER OF BASED PAY
SCORE RECEIVING PAY
CATEGORY EAlPLOEES INCREASES DUCIRERE =
PERCENTAGE
90-100 1,120 87.0% 3.2%
80-89 1,241 89.5% 2.7%
70-79 295 84.1% 2.0%
60-69 52 32.7% 0.3%
50-59 6 16.7% 0.2%
40-49 9 0.3% 0.0%
Notes:

1. Thetotal number of employeesin thisanalysisis based on the 2,723 employees for whom valid
Year Five performance scores were available.

2. Some, if not all, of the 13 percent of employeesin the highest performance score category, but
with no pay increases, may be employees at or near the top of their paybands. Employees who
were promoted or received a pay adjustment within 120 days of the end of the rating cycle are
eligible to receive a score but are not eligible for a pay increase.
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4.5.8.1. Survey data show a moderate level of understanding among Demonstration Group
participants about the link between pay and performance.

Over thelife of the Demonstration Project, there have been improvements in Demonstration
Group participants’ understanding about how pay increases are given. While the
improvements have been dlight, they have been in the desired direction. Interestingly,
Comparison Group participants also reported increased levels of understanding, even though
none of the enacted changes affected them. One explanation may be that participation in the
Comparison Group, in itself, heightened their awareness of pay distribution issues.

Across years, and across both the Demonstration Group and Comparison Group, supervisory
employees consistently reported greater understanding than did non-supervisory employees.
Asaresult of their increased participation in the determination of pay, supervisors likely
have more knowledge about the distribution of pay, and have greater awareness of their role
within the process. In addition, supervisors typically are the most accurate source of
information regarding employee performance. By implementing a different performance
appraisal system and using supervisory ratings to determine pay, DoC has taken alarge step
toward its goal of a pay-for-performance system. Given their exposure to pay and
performance decisions, supervisors are more likely to see this connection than non-
supervisory employees, asis demonstrated in the survey datain Table 4-25.
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Table 4-25. Change Over Time — Understanding of Pay Raises

90% -

80%

70%

60% -

Percentage "Agree"

50% -

I understand how pay raises are given in my
organization. (OVERALL)

——— Demo. Group

= ® =Comp. Group

65%

40%

Baseline Year 1 Year 3 Year 5
| understand how pay raises are given in my | understand how pay raises are given in my
organization. (NON-SUPERVISORS) organization. (SUPERVISORS)
90% - v 90% -
——&— Demo. Group . 80%
3 80% 1 - = oo o p 80% 1 77./1/\‘\7if)
S s e e e - - - = -9
< 70% | < 70% 4 76% 73-% 73%
g g
© ©
2 60% £ 60% -
g 51% 52% 3
= 45';',_./2/"’52/ & 50% 1 —+— Demo. Group
40% 43% % ~ ' 48% ' ' 0% . = ® =Comp. Group
Year 1 Year 3 Year 5 Year 1 Year 3 Year 5
Demo. Group Comp. Group
Total (N) (S) | Total (N) S)
YEAR FIVE
Disagree  24% 27% 15% 22% 25% 13%
Neither disagree nor agree  18%  21% 12% 20% 23% 11%
Agree  58% 52% 73% 58% 52% 76%
YEAR THREE
Disagree  29% 33% 13% 26% 29% 12%
Neither disagree nor agree ~ 17%  19% 8% 20% 20% 15%
Agree  54% 48% 80% 54% 51% 73%
41. | underste_md _how pay raises are given in YEAR ONE
my organization. Disagree  31% 35% 12% 32% 36% 15%
Neither disagree noragree ~ 19% 20% 11% 20% 22% 9%
Agree  50% 45% 77% 48% 43% 76%
BASELINE
Disagree ~ 18% 26%
Neither disagree nor agree ~ 17% NA 15% NA
Agree  65% 58%

(N) = Non-Supervisors; (S) = Supervisors; Total = Responses of non-supervisory and supervisory employees combined
NA = Baseline data were not available broken out by supervisor and non-supervisor
Percentages may not add to 100 due to rounding

As shown in Table 4-26, Demonstration Group survey respondents recognize the link
between pay and performance more so than Comparison Group survey respondents.

Demonstration Group participants’ perceptions improved over time and then leveled off in
Year Five. To note, a declining percentage of Demonstration Group supervisory employees
hold this view; while only speculative, it is possible that this drop is affected by supervisors

who have faced challenges with allocating pay to employees who have maxed out in their
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paybands. In contrast, Comparison Group participants beliefs have remained stable across
time (although Comparison Group supervisory employees have shown a marked increase).

Table 4-26. Change Over Time — Pay and Performance

Percentage "Agree"
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34% 34% 33%
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-
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-

Baseline Year 1 Year 3 Year 5
Pay raises depend on how well you perform. (NON- Pay raises depend on how well you perform.
SUPERVISORS) (SUPERVISORS)
75% - 75% - 71% 70%
———e— Demo. Group
s, 65% (7 2 TComGow - 65% NA)
3 8
;’ 55% - . 49% ? 55% - 52%
» 47% ® 45% - [
£ 45% 4 41% £ 45% - » ="
S S 34% -
& 35% A 30% 30% 3i% & 35% - - - p————
e L L = ® =Comp. Group
25% . . , 25% : T ]
Year 1 Year 3 Year 5 Year 1 Year 3 Year 5
Demo. Group Comp. Group
Total  (N) (S) | Total (N) S)
YEAR FIVE
Disagree  25% 27% 21% 33% 36% 27%
Neither disagree noragree  21% 24% 16% 30% 32% 21%
Agree  53% 49% 63% 37% 32% 52%
YEAR THREE
Disagree  28% 31% 16% 40% 42% 32%
Neither disagree nor agree  21%  22% 15% 27% 28% 23%
Agree  52% 47% 70% 33% 30% 45%
42.  Pay raises depend on how well you YEAR ONE
perform. Disagree ~ 29% 32% 16% 39% 40% 39%
Neither disagree nor agree  25%  27% 13% 27% 30% 27%
Agree  46% 41% 71% 34% 30% 34%
BASELINE
Disagree ~ 39% 44%
Neither disagree nor agree ~ 26% NA 22% NA
Agree  36% 34%

(N) = Non-Supervisors; (S) = Supervisors, Total = Responses of non-supervisory and supervisory employees combined
NA = Baseline data were not available broken out by supervisor and non-supervisor
Percentages may not add to 100 due to rounding
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4.5.8.2. Focus group data show mixed opinions about the effectiveness of pay-for-performance.

Focus group data revealed that Demonstration Group supervisory employees and non-
supervisory employees had varying opinions about the effectiveness of a pay-for-
performance system (See Table 4-27). Generally, non-supervisory employees were more
apprehensive or indicated that they are not in a position to know how well linked pay and
performance are. Supervisory employees were more attuned to the linkages (see Table 4-28).

Table 4-27. Focus Group Results — Linkage Between High Performance and Larger Pay Raises

DEMONSTRATION GROUP

Non-Supervisory Employees Supervisory Employees

e Not necessarily e Yes

e Have no way of knowing e Yes — with exception of those who have
e Lots of favoritism in some offices reached the top of their pay bands

e Depends on whether you mean percentage
or dollars; lowest intervals have potentially
greatest increases, even with relatively
lower scores

Table 4-28. Focus Group Results — Importance of Performance Score in Determining Pay Increase

DEMONSTRATION GROUP

Non-Supervisory Employees

e Very important

e Don't really know what others get, so really can not say how important it is
e Scores can change with Pay Pool Managers

4.5.9. The link between performance and pay (as measured by bonuses/awards) remains
evident in the Demonstration Group.

Aswas found for pay increases, objective dataindicate that employee bonuses were tied to
performance during Y ear Five. Statistics revea a positive relationship between job
performance (as measured by performance scores) and performance bonuses (r = .44, p <
.01) 26 (Appendix B provides a scatterplot of the data). This correlation?” is higher or similar
to all previousyears (Year Four: r =.37, p<.01; Year Three: r = .46, p<.01; Year Two: r =
41, p<.01; and Year One: r = .46, p < .01, suggesting that the performance—bonus
relationship has remained reasonably constant over the course of the Demonstration Project.

26 Based on 2,723 of the 3,072 Demonstration Group participants for whom performance score and salary data were
available.

27 Correlation is a measure of the linear rel ationship between two or more variables and can have a value (“ r”) ranging
from—1.00 to +1.00.
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We aso examined the relationship between job performance and bonusesin Y ear Five by
career path. Asdisplayed in Table 4-29, the results suggest that the relationship between

performance and bonuses is strongest for, in descending order, those in the ZT, ZS, ZP, and
ZA career paths.

Table 4-29. Correlation Between Performance Scores and Bonuses by Career Path

CORRELATION BETWEEN PERFORMANCE SCORE

CAREER PATH AND BONUS
ZP A5
ZT .56
ZA 45
yAS] .53

Notes:

1. All results are significant at the p<'.01 level.
2. Correlation by career path was computed for 2,723 of the 3,072 Demonstration Group
participants for whom pay band data were available.

4.5.9.1. Survey data suggest that Demonstration Group participants are mixed regarding the
relationship between performance and bonuses/awards.

Asshown in Table 4-30, survey datarevealed that there was no significant difference

between Demonstration Group and Comparison Group respondents regarding how

bonuses/awards are granted. Slightly more than half of the respondents reported that they

have a good understanding. However, surprisingly, a greater percentage of Comparison

Group respondents than Demonstration Group respondents indicated that awards depend on

performance. This difference was only slight but is still insightful given that, in theory,

awards/bonuses in the Demonstration Project should be distributed on a performance basis.

This finding, combined with other indicators in the objective data analysis, suggests that

awards/bonuses are distributed for reasons other than performance (e.g., compensating for a

small performance-based increase due to being at or near the top of the pay band).

Table 4-30. Survey Results — Performance and Awards

you perform.

Agree  49% 44% 61% 53% 47%

71%

Demo. Group Comp. Group Demo.
Vs.
Total (N) (S) | Total (N) (S) Comp.
43. | understand how awards are Disagree  26%  30%  17% = 25% 29% 13% No
given in my organization. Neither disagree nor agree ~ 21% 23% 17% 22% 25% 12% significant
Agree  52%  47%  66%  53%  d6% 75y | dierence
44. Cash awards depend on how well Disagree NNESUGN 27%  20% QREUSON 22%  16% |
Neither disagree nor agree ~ 26%  29%  19%  27%  32%  14% 2:%2;;1?

(N) = Non-Supervisors; (S) = Supervisors; Total = Responses of non-supervisory and supervisory employees combined
Percentages may not add to 100 due to rounding
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In fact, only one-third of Demonstration Group (or Comparison Group) respondents
perceived that bonuses/awards are equitably distributed. Over time, perceptions on this topic

have increased very dlightly (see Table 4-31) but have not significantly exceeded that which
isfound in the Comparison Group. Responses differed by non-supervisory and supervisory

employees, with the former’s perceptions closely mirroring the Comparison Group.
However, Demonstration Group supervisory employees perceptions have varied over the
years, and recently experienced a downturn.

Table 4-31. Change Over Time — Equitable Distribution of Bonuses/Awards

60% -

50% -

40%

30%

Percentage "Agree"

20% -

10%

Bonuses for performance are awarded equitably.

(OVERALL)

32%
29%

32%

25%
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Year 1 Year 3 Year 5
Bonuses for performance are awarded equitably. (NON- Bonuses for performance are awarded equitably.
SUPERVISORS) (SUPERVISORS)
60% - 60% - 56%
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3 500 { (= 2 = Comp: Group 7 50% - 4%\:
2 > e
< 20% 4 < 40% Beees s en 45%
'% '% 42% 41%
£ 30% - poon 230 26% £ 30% -
o o
& 20% - - - - -% - " 26% & 20% +—— Demo. Growp
20% 21%
= ® =Comp. Group
10% T 1 10% T T 1
Year 1 Year 3 Year 5 Year 1 Year 3 Year 5
Demo. Group Comp. Group
Total  (N) (S) | Total (N) S)
YEAR FIVE
Disagree  32% 32% 30% 31% 32% 25%
Neither disagree nor agree  37%  42% 24% 38% 42% 24%
Agree  32% 26% 45% 32% 26% 51%
YEAR THREE
Disagree  36% 38% 25% 37% 40% 26%
45.  Bonuses for performance are awarded Neither disagree nor agree ~ 35%  39%  19%  38%  39%  33%
equitably. Agree  29% 23% 56% 25% 21%  41%
YEAR ONE
Disagree =~ 37% 40% 20% 38% 40% 25%
Neither disagree noragree  37% 38% 32% 39% 40% 33%
Agree  26% 22% 48% 24% 20% 42%
(N) = Non-Supervisors; (S) = Supervisors; Total = Responses of non-supervisory and supervisory employees combined
NA = Baseline data were not available
Percentages may not add to 100 due to rounding
Thisitem was not on the baseline survey
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4.5.9.2. Focus group data suggest mixed reactions regarding the motivational power of bonuses.

In focus groups, there were mixed reactions among Demonstration Group participants about
the ability of bonuses to motivate employees to perform better (see Table 4-32). While some
participants viewed performance bonuses as motivating, others raised concerns including that
they are indistinguishable from pay increases, inappropriate in team settings, and/or are not
motivating because motivation comes from within. There was similar skepticism among
Comparison Group participants in regards to the motivational power of awards.

Table 4-32. Focus Group Results — Effectiveness of Bonuses for Motivating Employees
to Perform Better

DEMONSTRATION GROUP

COMPARISON GROUP

Yes

No — there is no motivation with bonuses
because they come at the same time as
your pay increase; sometimes a bonus is
indistinguishable from a pay increase

Unclear whether bonuses or pay increases
are for doing a good job on day-to-day work
or for high visibility projects; unfair if you do
not have the opportunity for high visibility
projects (especially true for administrative
staff)

May not be appropriate in a team setting;
not everyone benefits equally

Very useful for employees who have
reached the top of their pay bands

Motivation comes from within, regardless of
the money

No
Yes

In last few years, amount of awards has
gone up dramatically because the
leadership is trying to match what one can
get under the Demo Project

Non-monetary awards are seen as more
important than monetary awards, particularly
among more senior employees

Do not see a relationship between getting
an award and a change in employee
behavior. The people do the work because
it is valuable to them — the award does not
change them. May have subtle impact on
morale but does not change employee
performance
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Focus group participants also addressed the perceived fairness in how performance bonuses
are distributed (see Table 4-33). Some Demonstration Group and Comparison Group
participants indicated that they are not aware of who receives bonuses/awards and therefore
cannot make an accurate judgment. Others provided avariety of opinionsincluding that it is
challenging to operate a perfect system and that bonuses might be distributed for purposes of
rewarding employees who have reached the top of their pay band regardless of performance
level.

Table 4-33. Focus Group Results — Fairness in Distribution of Performance Bonuses

DEMONSTRATION GROUP COMPARISON GROUP
e We have no way of knowing e We really do not know who gets awards
e Yes — performance bonuses are distributed | e No — if there is a fairness issue, the greater
fairly issue is between groups than within groups
e No - performance bonuses are not e Definitely other factors play a role
distributed fairly

e Oftentimes, people think that some groups
e There is no intention to base bonuses on get more awards than others
anything other than performance; however,
there is no perfect system

e Not necessarily. Bonuses are given to poor
performers who have reached the top of
their pay bands, or are influenced by other
factors, such as attendance
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4.5.10. To some extent, Demonstration Group participants are satisfied with the pay system;
however, there is room for improvement.

As shown in Table 4-34, survey respondents in the Demonstration Group offered mixed

responses regarding the degree to which the pay system isfair. While some of these results
only garnered support from alimited number of respondents (e.g., only one-third of
Demonstration Group respondents reported that differencesin pay represent differencesin
responsibility and job level), these data are a slight improvement from Y ear Three survey
data. Another key difference from Year Threeto Year Fiveisthat in Year Five therewas a
difference between Demonstration Group and Comparison Group respondents in regards to
perceptions of the competitiveness of their salariesin the market. A greater percentage of
Demonstration Group participants reported that their salaries are competitive than did

Comparison Group participants.

Table 4-34. Survey Results — Fairness of the Pay System

Demo. Group Comp. Group Demo.
Total (N) (S) | Total (N) S) cg,sn'p_

105. Differences in pay at my Disagree ~ 40%  41%  39%  43%  44%  40% o
organization represent real Neither disagree nor agree ~ 27% 0%  21% 23% 26%  14% | significant
differences in level of difference
responsibility and job difficulty. Agrec IR 30%  A1% R 31%  46%

106. My pay is fair considering what Disagree = 29%  30%  24%  32%  33%  28% No
other people in my organization Neither disagree nor agree ~ 26%  29%  19%  22%  24%  15% | significant
are paid. Agree  46%  41%  57%  46%  43%  56% | Corenee

107. Pay progression (the way | move Disagree ~ 28%  30%  22%  30%  31%  26% No
up within my grade/band) is fair. Neither disagree nor agree ~ 23%  26%  17%  24%  26%  19% | significant

Agree  49%  44%  61% 4%  43% 55y | Crerence

108. Other employers in this area pay Disagree  16% o 13% o o

more than the government does Neither disagree nor agree  39% Nzi?fgggggm 34% Nzifsfggggzm ﬁ:gg'rl%ac':

for the kind of work | am doing.

Agree

45%

53%

(N) = Non-Supervisors; (S) = Supervisors; Total = Responses of non-supervisory and supervisory employees combined
Percentages may not add to 100 due to rounding
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In addition to fairness of pay, Demonstration Group participants indicated greater satisfaction
with their pay than did Comparison Group participants (see Table 4-35). Thisfinding has
occurred consistently every year the survey was conducted. Satisfaction with pay among
Demonstration Group participants has increased fifteen percentage points since the pre-
Demonstration Project baseline. Another promising finding is that increases in pay
satisfaction over time have occurred among both non-supervisory employees and supervisory
employees.

Table 4-35. Change Over Time — Pay Satisfaction

All'in all, | am satisfied with my pay. (OVERALL)
80% -
. 70%
8 62%
53 58%
< 60%
)
& 47% -
€ 50% A -
g ° Lm-" 53%
L - == = B = 46%
a % » (]
40% 41% 42% ——e— Demo. Group
= ® =Comp. Group
30% T T T !l
Baseline Year 1 Year 3 Year 5
All in all, | am satisfied with my pay. (NON- All in all, | am satisfied with my pay. (SUPERVISORS)
SUPERVISORS) 80%
T 0
80% - 74% 73%
68%
_ 70% A
=® 70% - g
5 58% 2 o9%
< 60% - 55% ? < 60% + _m
- [}
) Si’/o/O/‘ g 48% Pl -
S - 0 € 50% A
c 50% + - = < v
8 ’ . 52% 3 AT T 43%_ -
2 - 5 T~ en
& 40% - = - 6% ~———Demo. Group & 40% 1 —— Demo. Group
40% = ® =Comp. Group = ® =Comp. Group
30% T T N 30% T T ]
Year 1 Year 3 Year 5 Year 1 Year 3 Year 5
Demo. Group Comp. Group
Total  (N) (S) | Total (N) S)
YEAR FIVE

Disagree  22% 26% 14% 29% 31% 23%
Neither disagree nor agree  15% 16% 13% 18% 17% 18%
Agree  62% 58% 73% 53% 52% 59%

YEAR THREE

Disagree  30% 32% 19% 41% 41% 39%
Neither disagree nor agree  13%  14% 7% 14% 13% 18%
Agree  58% 55% 74% 46% 46% 43%

104. Allin all, I am satisfied with my pay. Leen Clis

Disagree ~ 34% 37% 19% 43% 45% 36%
Neither disagree nor agree ~ 13%  13% 13% 15% 15% 16%
Agree  52% 50% 68% 42% 40% 48%

BASELINE
Disagree ~ 35% 39%
Neither disagree nor agree =~ 18% NA 21% NA
Agree  47% 41%

(N) = Non-Supervisors; (S) = Supervisors, Total = Responses of non-supervisory and supervisory employees combined
NA = Baseline data were not available broken out by supervisor and non-super visor
Percentages may not add to 100 due to rounding
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As shown in Table 4-36, Demonstration Group supervisory employees perceptions about the
flexibility, ease, and understandability of the pay system improved in Y ear Three and then
leveled off in Y ear Five, yet still remained higher than Comparison Group supervisory
employees. An unexpected finding is the sharp increase among Comparison Group
supervisory employees given that the system that they are under has not changed in the past
two years.

Table 4-36. Change Over Time — Pay System

The current pay system is flexible, easy to use, and
understandable. (OVERALL)
60% - 55%
52%
5 [
< 40% .
[} ’
2 28% .
< 30% + R 2%, #
o 20% A ~——e— Demo. Group
= ® =Comp. Group
10% . T |
Year 1 Year 3 Year 5
Demo. Group Comp. Group
(S) (S)
YEAR FIVE
Disagree 24% 35%
Neither disagree nor agree 24% 21%
Agree 52% 43%
YEAR THREE
) ) Disagree 28% 49%
151. The current pay system is flexible, easy Neither disagree nor agree 17% 27%
to use, and understandable. Agree 55% 24%
YEAR ONE
Disagree 35% 39%
Neither disagree nor agree 22% 33%
Agree 43% 28%

This item was addressed by supervisory employees only
Percentages may not add to 100 due to rounding
Thisitem was not on the baseline survey

4.5.11. Evidence suggests that the flexible pay increase upon promotion intervention has
been successful in providing managers with greater latitude.

The flexible pay increase upon promotion intervention provides managers with the flexibility
to offer substantial pay increases when employees are promoted. Because of the less
restrictive nature of pay bands, an employee’s salary, upon promotion, can be set anywhere
within aband (with a minimum 6 percent increase). Thisintervention isintended to reward
high performing employees and encourage their retention by making their salaries more
competitive with the public and private sectors.
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Table 4-37 suggests that this intervention continues, as in past years, to be effectively
utilized. By subtracting the smallest promotion amount from the largest promotion amount,
we calculated the size of the range of pay increases upon promotion. Thus, the size of the
range is used as an indicator of flexibility in granting pay increases upon promotion, such
that larger ranges are equated with having greater flexibility.

Aswas found in previous years, at each level of promotion (e.g., from Band 1 to Band 2),
managers in the Demonstration Group used awider range of pay increases upon promotion
than did those in the Comparison Group. For each comparison between the Demonstration
Group and the Comparison Group, the wider range in pay increases upon promotion appears
in bold.

Table 4-37. Range of Pay Increases Upon Promotion

Promotior_1 by Band Demonstration Group Comparison Group
(or equivalent)

Band after Size of Range of Size of Range of
promotion Employees | Increase Upon Promotion | Employees | Increase Upon Promotion

Band 2 12 $10,037 59 $8,761

Band 3 62 $12,157 71 $9,637

Band 4 82 $15,461 62 $11,524

Band 5 41 $24,492 15 $15,218
Average Range $15,970 $10,357

Notes:

1. Promotions are reported for those cases in which employees were promoted across bands (or the equivalent in the
Comparison Group).

2. Sze of range was computed by subtracting the smallest promotion amount from the largest promotion amount.

3. Average range represents a non-weighted average of all employeesin the analysis.

4.5.12. Within a subset of the Demonstration Project, Demonstration Group high performers
increased their income at a faster rate than others in the Demonstration Group and
the Comparison Group over five years, demonstrating the link between performance
and pay.

To examine more fully the link between performance and pay, we analyzed the salary
progression of a subset of the Demonstration Project participants. Specifically, we examined
performance-based pay increases and bonuses/awards over five years (increases due to
promotions were not included because insufficient data were available from the earlier
years). Employeesin the ZP career path, pay band 4, and interval 1 (or the Comparison
Group equivalent) in Year One were selected for examination because they are the most
populous group in the Demonstration Project’s ZP career path. We identified these
individualsin the Y ear One datafile and then tracked the same individualsin the Y ear Two,
Three, Four, and Five datafiles to determine their progression.

We selected this one subset to serve as an example and therefore caution the reader about
generalizing findings more broadly. However, given that the same decision rules regarding
compensation apply across career paths and pay bands, we would expect that similar
outcomes would result if a different subset of the Demonstration Project were selected.
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Table 4-38 shows that after five years in the Demonstration Project, high performersin the
Demonstration Group in this analysis have experienced, on average, a $21,083 increase,
based on pay increases and bonuses. This amount exceeds the dollar increase of othersin the
Demonstration Group (of the same career path, pay band, and interval). Thisfinding
supports the hypothesis that higher performance is paying off, both on a year-over-year basis,
aswell as over the longer term.

Table 4-38. Progression Analysis — Demonstration Group Participants Who Started in ZP Career Path,
Pay Band 4, and Interval 1 in Year One

YEAR YEAR YEAR YEAR YEAR AFFII/EER
ONE TWO THREE FOUR FIVE YEARS
Average
Demonstration Performance-Based $2,757 $2,996 $2,833 $2,949 $2,822 | $14,357
Group With Pay Increase
Performance Average Bonus

Scores of 90-100 Amount $1,224 $1,252 $1,343 $1,439 $1,468 $6,726

TOTAL | $3,981 $4,248 $4,176 $4,388 $4,290 | $21,083

. Average
Demonstration Performance-Based $1,412 | $1,779 | $1,674 | $1,678 | $2,095 6726
Group With Pay Increase
Performance
Scores of 40-89 ﬁverage Bonus $768 $813 $953 | $1,041 | $1,040 | $4,615
mount
TOTAL | $2,180 | $2,592 | $2,627 | $2,719 | $3,135 | $11,341
Notes:

1. Demonstration and Comparison Group salary increases are based on valid data for all employees receiving zero or
greater salary increases.

2. For thisanalysis, the number of participantsin each group in each year ranged from 56 to 154.

3. These analyseswere donein “ then year dollars.” We considered normalizing the data to “ constant year dollars,” but
decided that the results would not differ to any significant degree.

4. Thedata reported for Years One, Two, and Three vary dightly fromthat which wasreported in Year Three. This
analysis was revised to include only those employees who werein their respective groups for the entire five years and
does not include individual s who left and rejoined the organization.
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Similarly, Table 4-39 shows that after five yearsin the Demonstration Project,
Demonstration Group participants in this analysis have experienced greater salary
progression compared to their counterparts in the Comparison Group (of the same career
path, pay band, and interval). Thisfinding suggests that the Demonstration Project
interventions are resulting in greater salary gains for those within the Demonstration Group.

Moreover, the frequency with which participants recelve salary increases also affects their
progression. Under the GS system, Comparison Group participants do not receive increases
every year. Rather, step within grade determines whether they receive increases every year,
two years, or three years.28 |n comparison, Demonstration Group participants receive
increases every year. Thisdifferencein the frequency of increasesis accounted for in the
analysis because the analysisis based on the average increase in any given year.

Table 4-39. Progression Analysis — Comparison of Demonstration Group and Comparison Group
Participants Who Started in ZP Career Path, Pay Band 4, and Interval 1 in Year One (or the equivalent)

YEAR YEAR YEAR YEAR YEAR AFI::I-\F/EER
ONE TWO THREE FOUR FIVE YEARS

Average
Performance-Based $1,771 $2,218 $2,129 $2,243 $2,401 | $10,762

Demonstration Pay Increase

Group Average Bonus

Amount $889 $969 $1,106 $1,218 $1,221 $5,403

TOTAL $2,660 $3,187 $3,235 $3,461 $3,622 | $16,165

Average

Performance-Based | $1,186 | $1,501 |  $497 | $1,127 | $1,007 | $5,318
Comparison Pay Increase
Group Average Award

Amount $758 $882 $1,017 $1,572 $1,418 $5.647

TOTAL $1,944 $2,383 $1,514 $2,699 $2,425 | $10,965

Notes:

1. Demonstration and Comparison Group salary increases are based on valid data for all employees receiving zero or
greater salary increases.

2. For thisanalysis, the number of participantsin each group in each year ranged from 139 to 237.

3. These analyseswere donein “then year dollars.” We considered normalizing the data to “ constant year dollars,” but
decided that the results would not differ to any significant degree.

4. Thedatareported for Years One, Two, and Three vary dightly fromthat which was reported in Year Three. This
analysis was revised to include only those employees who werein their respective groups for the entire five years and
does not include individuals who left and rejoined the organization.

28 Gjven limitations of the datafiles, we were not able to identify the step of each individual in this analysis and whether
each Comparison Group participant did or did not receive an increase in any given year. However, because we tracked
the same individuals over the five years, we are able to determine overall outcomes.
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4.5.13. Delegated pay authority continues to provide a method for DoC to establish a link
between employee performance and pay.

The rationale behind delegated pay authority is that line managers are in a better position to
understand labor market forces and therefore are more effective in making salary decisions.
Thisisin sharp contrast to the traditional GS system in which employee pay increases are a
function of the pay table with no input from line managers.

Consistent with Y ear Three, survey datareveaed that Demonstration Group supervisory
employees were more likely than Comparison Group supervisory employees to indicate that
they have enough authority to determine employee pay (see Table 4-40). Due to the nature
of the relationship between supervisory and non-supervisory employees, Demonstration
Group supervisory employees who feel that they have greater authority to make pay
decisions can make salary recommendations that are more in line with the employee’ s actua
performance. Whileit is promising to find that a greater percentage of supervisorsin the
Demonstration Group than Comparison Group believe they have sufficient authority, only
approximately one-third of respondents believe so. While speculative, this finding may
reflect frustrations (warranted or unwarranted) expressed by Rating Officials when Pay Pool
Managers override their pay recommendations.

Table 4-40. Survey Results — Delegated Pay Authority

Demo. Group Comp. Group Demo.

Total  (N) (S) | Total (N) (S) C(\;rsn'p.
133. | have (_;“nough authority to Neither disagree n?)irS :g:gg 2%) g%) si n,?}?cant
determine my employees’ pay. g Agree 3702 p 02 di?ference

(N) = Non-Supervisors; (S) = Supervisors; Total = Responses of non-supervisory and supervisory employees combined
Percentages may not add to 100 due to rounding
This item was addressed of supervisory employees only
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In Y ear Five, Demonstration Group respondents and Comparison Group respondents reacted
similarly in regards to satisfaction with how management handles pay and confidence that
management officials are qualified to make pay decisions (see Table 4-41). Given that the
Demonstration Project requires more from supervisors in managing pay due to their roles as
Rating Officials making pay recommendations and Pay Pool Managers making pay
decisions, this finding suggests the need for strategies to increase managers abilitiesin these
areas and/or perceptions of their abilities.

Table 4-41. Survey Results — Management of Pay

Demo. Group Comp. Group Demo.

vs.

Total  (N) (S) | Total (N) (S) Comp.

Disagree ~ 33% 34% 28% 29% 30% 25% No

110. | am satisfied with the way

i i 0, 0, 0, 0, 0, 0, ianifi
management handles pay. Neither disagree nor agree =~ 28% 30% 22% 30% 32% 22% | significant

Agree  40%  35%  50%  41%  38% 520 | difference

Disagree ~ 22% 24% 18% 22% 25% 14% No

111. Management officials are
ualifi%d to make pay decisions Neither disagree nor agree ~ 31% 33% 24% 35% 36% 33% | significant
q pay : Agree  4T%  43%  58% _ 43%  40%  53% | difference

(N) = Non-Supervisors; (S) = Supervisors; Total = Responses of non-supervisory and supervisory employees combined
Percentages may not add to 100 due to rounding

4.5.14. The supervisory performance pay intervention continued to reward supervisors who
had reached the top of their pay bands.

In theory, the supervisory performance pay intervention facilitates paying supervisors at
more competitive levels, with an intended outcome of motivating higher performance. As
designed, thisintervention is used for supervisors who reach the maximum of pay for the pay
band and therefore are placed in the pay interval designated as supervisory performance pay.
Supervisors receive performance scores along with all other employees in the Demonstration
Group and are given pay increases appropriate to the score. Therefore, it is only when the
supervisor reaches the top of the pay band that the intervention is enacted. As designed, this
intervention rewards the highest paid supervisors (by expanding the pay band maximum by 6
percent) — but does not necessarily reward the highest performing supervisors. For this
reason, this intervention may have limited utility as a motivational and/or retention tool for
high performers.

An analysis of Year Five dataindicated that there were 276 supervisors in the Demonstration
Group during Year Five. Of the 262 supervisors who had performance scores, 89 received
supervisory performance pay. In comparison, 50, 41, 44, and 49 supervisors received
supervisory performance pay in Y ear Four, Year Three, Year Two, and Y ear One,
respectively. Thisspikein Y ear Five may be the result of at least three factors. One, there
were a significantly greater number of supervisorsin the Demonstration Group in Y ear Five
compared to Y ear Four (276 compared to 189). Two, over the life of the Demonstration
Project, more supervisors have gained in seniority, and hence salary, to put them into the
supervisory performance pay intervals. And three, there was adrop in the turnover rate
among supervisors (as will be discussed in alater section of this report) from 14 percent in
Y ear Four to 5 percent in Y ear Five, which means that a greater number of supervisors
remained and could potentially move into the supervisory performance pay intervalsif
warranted by their salaries.

Summative Year Technical Report 4-49




FINAL REPORT DoC Personnel Management Demonstration Project

Mean scores indicate that, in Y ear Five, there is not a meaningful differencein the
performance scores between those supervisors who did or did not receive supervisory
performance pay: Supervisors receiving supervisory performance pay had an average score
of 91.3 (with arange of 70 to 98), while the average among all other supervisors was 90.3
(with arange of 74 t0 98). These average scores are reasonable similar (within one
percentage point) as Year Four. Thisfinding of no significant difference reflects how the
criteriafor entry into the supervisory performance pay interval of the pay band are not
dependent upon sustained superior performance. Instead, the criteria are being at the top of
the regular pay band and receiving a performance score that warrants an increase above the
top of the regular pay band.

45.14.1. A small, but increasing, percentage of Demonstration Group survey respondents believe
that the pay system has led to improved supervisory performance, though this is not
necessarily attributable to the supervisory performance pay intervention.

While less than 25 percent of Demonstration Group survey respondents believe that the pay
system has led to improved supervisory performance, this concept has gained acceptance
over time. Not surprisingly, more supervisory employees than non-supervisory employees
hold thisview. Thistrend has been apparent in both the Demonstration Group and the
Comparison group. Table 4-42 displays these findings.

However, it is not clear from these data that respondents are attributing increased supervisory
performance to the supervisory performance pay intervention. The perception of increased
performance could also be due to any number of other reasons for why supervisors may have
improved. Given that asimilar trend of increasing perceptions about the quality of
supervisor performance is occurring in the Comparison Group as well, it seems feasible that
the perception of improved performance is attributable to factors beyond the interventions of
the Demonstration Project.
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Table 4-42. Change Over Time — Improved Supervisor Performance

50% -

—— Demo. Group

40% 417 ® = Comp. Group

30% 4

Percentage "Agree"

0% 6%

The current pay system has resulted in improved
supervisor performance. (OVERALL)

20% 16%
11% -
10% - -
6 14%

-
-
'-——--"

8%

22%

Year 1 Year 3 Year 5
The current pay system has resulted in improved The current pay system has resulted in improved
supervisor performance. (NON-SUPERVISORS) supervisor performance. (SUPERVISORS)
50% - 50% -
——e— Demo. Group
,, 40% {7 & ~Come. Group o 40% -
] ] 30%
[=2) (=2
< 30% - < 30% 25%
2 ) 20%
2 19% o 0% 18%
€ 20% 4 14% e 20% A
[} [} 12% - N
o 10% . S L a=
$ 10% - S oo | % - -
& 10% B - - 13% o 10% e - —— Demo. Group
0 o = ® = Comp. Group
0% % : % : . 0% . . .
Year 1 Year 3 Year 5 Year 1 Year 3 Year 5
Demo. Group Comp. Group
Total (N) (S) | Total (N) (S)

YEAR FIVE

Disagree  39% 40% 36% 37%

Neither disagree nor agree ~ 40%  41% 35% 49%

Agree  22% 19% 30% 14%

36% 40%
51% 42%
13% 18%

112. The current pay system has resulted in
improved supervisor performance.

YEAR THREE
Disagree  44% 46% 35% 49%

Neither disagree nor agree ~ 40%  40% 39% 43%

Agree  16% 14% 25% 8%

49%  53%
44%  36%
% 12%

YEAR ONE
Disagree  47% 49% 39% 44%

Neither disagree nor agree ~ 42%  42% 42% 50%

Agree  11% 10% 20% 6%

42%  53%
52% 40%
% 7%

(N) = Non-Supervisors; (S) = Supervisors; Total = Responses of non-supervisory and supervisory employees combined

NA = Baseline data were not available
Percentages may not add to 100 due to rounding
Thisitem was not on the baseline survey
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45.14.2. Consistent with the survey results, focus group and interview data fail to provide strong
evidence that supervisory performance pay motivates supervisors to perform better.

Focus group participants were unclear on what the supervisory performance pay intervention
isand its ability to motivate. Interviewees provided mixed results when asked what
Demonstration Project interventions encourage supervisors to perform better. There was no
clear consensus that supervisory performance pay isamotivator. Table 4-43 and Table 4-44
display these findings.

Table 4-43. Focus Group Results — Supervisory Performance Pay as a Motivator for Supervisors to
Perform Better

DEMONSTRATION GROUP

Supervisory Employees
e There is no supervisory pay at multiple sites

e Not motivating in itself; people become supervisors because they want to be supervisors;
additional monies are fair treatment because of the level of additional responsibility

e There is a lack of incentives to take a supervisory job

Table 4-44. Interview Results — Demonstration Project Interventions That Encourage Supervisors to
Perform Better

DEMONSTRATION GROUP

Pay Pool Managers and Rating Officials
e The Demonstration Project makes it easier to recruit (classify job, set pay)

e For supervisors performing as supervisors, the interventions have not really made a difference.
Good supervisors are performing well, and the interventions really will not help bad supervisors.
They are bad supervisors for other reasons, e.g., a scientist who does not really want to be a
supervisor or someone who lacks appropriate training in managerial skills

e Supervisory performance pay intervention has helped a lot

4.6. The three-year probationary period for scientists and engineers
continues to be used but assessing its utility remains difficult.

The three-year probationary period for scientists and engineers intervention was designed to
allow supervisors the ability to make permanent hiring decisions for research and
development (R& D) positions based on employees’ demonstrated capabilities in the full
R&D cycle. Thisintervention provides these supervisors with the ability to terminate poor
performing employees any time during the three-year period rather than being limited to the
typical one-year probationary period. InYear Five, 20 employees were hired under the
three-year probationary period. In Y ears Four, Three, Two, and One, 10, 15, 8, and 22
employees, respectively, were hired under the three-year probationary period.2°

29 The number of employees reported as being hired under the three-year probationary period during Year Two differs
dlightly from that which was reported in the Year Two report. The number reported here, eight, is considered a more
reliable count.
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In Y ear Five, of those currently under the three-year probation, 2 employees left, both due to
resignations. However, as was reported in Y ear Four, it is unclear whether this movement of
individuals out of the probationary period represents positive implementation of the
intervention (by virtue of making appropriate decisions for those under probation) or under-
use of the intervention is unclear due to limitations in the analyses that can be performed
given the way that probation-related data are tracked.

When asked whether they believe that they have the flexibility to terminate ZP employees
performing research and development work who are covered by the three-year probation
period, focus group respondents (Demonstration Group supervisors) generally reported that
the system allows for it and they believe they would be able to do so; however, many
respondents indicated that they did not have firsthand experience with this situation.

4.7. While many of the recruitment and staffing interventions under the
Demonstration Project are no longer unique, those that are have been
beneficial.

The Demonstration Project implemented a number of interventions aimed to attract high
quality candidates and to speed up the recruiting and examining process. These interventions
include agency based staffing, local authority for recruitment payments, flexible entry
salaries, and flexible paid advertising. Overall, these recruitment and staffing interventions
are designed to attract highly qualified candidates and get new hires on board faster. Agency
based staffing, supported by flexible paid advertising, allows hiring officials to focus on
more relevant recruiting sources. Local authority for recruitment payments provides extra
incentives for hiring high quality candidates.

It isimportant to recognize, however, that many of the recruitment and staffing interventions
are no longer unique to the Demonstration Project. For example, agency based staffing and
merit assignments are recruitment methods that are available elsewhere. Similarly, flexible
paid advertising is not unique. Given thisreality, we sought to examine whether the
interventions appeared to be working effectively in the Demonstration Group and evidence of
improvement over time. We also focused on the intervention that is less available el sewhere:
flexible entry salaries. The ability to offer flexible entry salariesis arecruiting tool that gives
hiring officials greater flexibility to offer starting salaries to highly qualified candidates that
are more competitive with public and private industry.

In Y ear Five, our findings suggest that the Demonstration Project is having success with
some of the unique recruitment and staffing interventions. For example, flexible entry
salaries and the ability to re-negotiate job offers offer managers the latitude to attract
competitive candidates. Moreover, perceptual data suggest that Demonstration Group
participants believe that it is reasonable to use these types of interventions, and others, to
attract the best candidates.

Summative Year Technical Report 4-53



FINAL REPORT DoC Personnel Management Demonstration Project

4.7.1. Based on objective data, employees hired during the Demonstration Project years
have slightly outperformed the more tenured employees.

During Y ear Five, 223 new hires30 were brought into the Demonstration Group, as identified
in the objective datafile. Thisrepresents asignificant drop from Year Four, in which 344
new hires were brought into the Demonstration Group. This drop may be attributable to
many factors including the economy, a*“hiring waiver” processin NOAA that impacts hires
for positions above the ZA and ZP pay band 1V (or any position above a GS-12), and the
security clearance process. The Comparison Group also experienced adrop (and likely for
the same reasons) from 215 new hiresin Year Four to 160 new hiresin Year Five.

It also remains difficult to ascertain whether the Demonstration Project has been successful at
attracting and hiring more qualified candidates than they otherwise would. In order to

examine the relationship between hiring interventions and the ability to attract high quality
candidates, DoC would need to capture objective measures about not just the new hires, but
on the quality of applicants. Y et, data on applicant poolsis not yet captured in such away to
facilitate analyses.

Given the limitations on assessing the quality of applicants, a new analysis was performed in
Y ear Five to, as a proxy, examine whether new hires to the Demonstration Project
outperform those who were hired prior to the Demonstration Project’ sinitiation. Positive
results would suggest that, on average, new hires are of a higher quality than “tenured”
employees; however, the results would not be able to address how the new hires compared to
other applicants who applied for the same positions.

To perform this analysis, all Demonstration Group participants who were hired in Y ears One,
Two, Three, and Four were identified. We did not include new hiresin Y ear Five because:
one, only alimited number were hired early enough in the performance year to have a
performance score, and two, one could argue that new hires experience a learning curve at
the beginning of anew job and therefore should be excluded from this type of analysis.

Out of 1,140 new hires3l in Y ears One, Two, Three, and Four, our analysis was performed on
the 767 who remained in the Demonstration Group in Y ear Five at the time of performance
ratings (and with eligible performance ratings). (286 of the 1,140 had turned over in Years
Two, Three, or Four, and 83 of the 1,140 turned over in Y ear Five prior to receiving a
performance rating. The remaining four were ineligible for a'Y ear Five rating for other
reasons.) The results show that the average performance score for these new hires across the
years was 87.12, which was slightly higher than the average performance score for Y ear

30 The number of new hiresin the objective datafile differs from the number reported in the recruitment methods section.
Thereason for this differenceis how “ new hire” isdefined. The objective datafile designates individuals as* new hires’
if they were new to the Demonstration Project; they may or may not have been new to DoC. The HR data, which was the
source for the numbersin the recruitment methods section, reported 173 through agency based staff and 190 through
merit assignment. This suggests that the 223 new hires in the objective datafile are likely the 173 agency based staffing
new hires aswell as 50 of the merit assignments.

31 Thistotal number of new hires (1,240) counts only once any individuals who were hired in, left, and were hired back.
Therefore, this number is somewhat lower than a summation of the number of new hires across these four years.
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Five, excluding these individuals (aswell as Y ear Five new hires), of 86.3232. This
differenceis slight but in the desired direction and is worthy of being tracked in the future.

4.7.2. Based on survey data and focus group data, people perceive that the Demonstration
Project is attracting high-quality applicants.

Survey and focus group results show some indication that the Demonstration Project is
perceived as attracting high quality candidates. Survey items were posed to respondents
overall aswell as to employees who have firsthand experience 